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Clichy, Thursday April 21st 2005 — 5.45 p.m.

1st QUARTER 2005 SALES: 3.54 BILLION EUROS -7 75
PROMISING START IN NORTH AMERICA . ... “ 1 & ;i .
CONTINUING RAPID GROWTH IN NEW MARKETS - ’
WESTERN EUROPE REMAINS SLUGGISH

The sales of the L'Oréal group, at March 31st 2005, amounted to 3.54 billion euros.

Like-for-like, i.e. based on a comparable structure and identical exchange rates, the increase in
the group's sales was +3.1%.

Currency fluctuations had a negative impact of -1.6%.

The net impact of changes in consolidation amounted to +0.1%, as a result of the acquisition of
Yue Sai in China in spring 2004.

Growth based on published [FRS figures amounted to +1.6% compared with the first quarter of
2004 (restated to comply with IFRS standards).

Commenting on the figures, Mr Lindsay OWEN-JONES, Chairman and Chief Executive Officer
of L'Oréal, said: "The promising start in sales in the United States, and the continuing rapid
growth in new markets are very positive factors. In Western Europe, sluggish consumer spending
made distributors cautious in their purchasing patterns while our own product launch caiendar was
a little less intense during that period.

it is important to emphasise, as we do every year at this time, that the significance of the growth
rate for a single quarter is limited because of the volatility of launch programmes.

Growth in Western Europe should gradually become positive during 2005, enabling the group to
achieve full year sales growth fairly similar to that of 2004".

Cosmetics sales growth
by operational division

and geographic zone

1st quarter 2004 1st quarter 2005
€m €m Growth
Published IFRS Likefoniike | Published
By operational division
Professional Products 510 491 499 +3.5% +1.6%
Consumer Products 2,040 1,823 1,861 +3.4% +2.1%
Luxury Products 822 819 799 -0.3% -2.4%
Active Cosmetics 273 270 300 +10.6% +11.1%
Cosmetics total 3,670 3,428 3,482 +3.0% +1.6%
By geographic zone
Western Europe 1,993 1,826 1,770 -3.0% -3.1%
North America 926 | 869 893 +7.8% +2.8%
Rest of the World, of which: 751 733 819 +12.7% +11.8%
Asia 313 307 337 +11.5% +9.6%
Latin America 160 155 161 +5.5% +3.6%
Eastern Europe 128 125 159 +21.3% +26.6%
Other Countries 150 145 163 - +15.0% +12.3%
Cosmetics total 3,670 3,428 3,482 +3.0% +1.6%




| F R S restatement of sales: No impact on profit

The application of IFRS standards by the L'Oréal group, from January 1st 2005 onwards, has
resulted in the reclassification of certain operating costs, which are deducted from sales.
Consolidated sales for 2004, which totalled € 14,534 million in accordance with French accounting
standards, amounted to € 13,641 million on the basis of IFRS standards.

These reclassifications have no impact on profit.

A detailed presentation of 2004 sales by quarter, division and geographic zone is attached in the
annex.

L'Oréal will hold an information meeting on April 28th 2005 to focus on the impact of
IFRS standards on the 2004 financial statements. On the same day, the charts presented
at the meeting will be available online on the Internet site: www loreal-finance.com.

"This news release does not constitute an offer to sell, or a solicitation of an offer
to buy, L'Oréal shares. If you wish to obtain more comprehensive information
about L'Oréal, please refer to the public documents registered in France with the
Autorité des Marchés Financiers [which are also available in English on our
Internet site: www./oreal-finance.com].

This news release may contain some forward-looking statements. Although the
Company considers that these statements are based on reasonable hypotheses at
the date of publication of this release, they are by their nature subject to risks and
uncertainties which could cause actual results to differ materially from those
indicated or projected in these statements.”

Contacts at L'OREAL

Shareholders and Analysts and

Market Authorities Institutional Investors Journalists

Mr Jean-Régis CAROF Mrs Caroline MILLOT Mr Mike RUMSBY
@ +33.1.47.56.83.02 @:+33.1.47.56.86.82 &:+33.1.47.56.76.71
http://www.loreal-finance.com Fax: +33.1.47.56.80.02 hitp://iwww.loreal.com

For more information, please contact your bank, broker or financial institution (I.S.I.N. code: FR0QC0[20321), and consult your usual newspapers, and
the Internet site for shareholders and investors, http://www.loreal-finance.com, or its mobile version on your PDA, at loreal-finance.com mobile
edition, alternatively, call +33.1.40.14.80.50.
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> CONSOLIDATED FINANCIAL STATEMENTS

Compared consolidated

balance sheets

€ milions

12.31.2003 12.31.2002
Assets (net values)
Fixed assets B,1364 8,130.4
Goodwill (note 4) 844.0 7783
Intangible assets (nats 5 3,781.7 40114
Tanglble assets otz 6) 1,843.8 1,7471
Financlal assets 161.1 154.9
Investments kn non-consolidated companies (ote 7) 34 4.8
Long-term loans and other debtors 775 69.7
Deposits and bonds 802 80.4
fnvestments In equity affiliates jnote 8) 1,528.7 1,438.7
Current assets 6,875.7 6,842.3
Inventories (note 9) 1,093.3 1,146.1
Prepayments to suppliers 64.5 639
Trade accounts receivable frote 10) 2,006.8 1,991.5
Other recelvables and prepald expenses (ole 11} 1,408.4 1,424.7
Marketable securities fote 12 1,748.6 1671.7
Cash and cash equivalents 554.1 8444
TOTAL ASSETS 15,0121 14,9727
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> CONSOLIDATED FINANCIAL STATEMENTS

€ milions

12.31.2003 12.31.2002
Llabilities
Shareholdere’ equity (nota 13 8,1243 7,421.8
Caplta! stock 135.2 136.2
Additiona! pald-in capital 953.4 853.4
Retafned eamings 5,544.2 5,055.8
Net income 1,4915 1,277.4
Minority interests (note 14) 1ne 119
Provisions for liabllities and charges (note 15 1,4393 15127
Borrowlngs and debts jnots 16) 1,841.2 2,646.1
Current liabllities 3,485.4 3,380.2
Customers’ depostt and advances 04 0.7
Trade accounts payable 2,078.0 2,006.7
Othsr Rabllites 1,417.0 1,372.8
TOTAL LIABILITIES 15,0121 14972.7
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.
Compared consolidated
.
profit and loss accounts
€ mitfons
12.31.2004 12.31.2003 12.31.2002

Kot sales (nots 19) : 14,5339 14,0201 14,2880
Purchasss and variation in inventories 25773 ~2,519.2 -2,5190
Personng! costs (hote 20) -2,701.9 -2,7038 =2,757.0
External charges 64692 -6,362.0 -6,521.2
Taxes and simitar payments -227.8 ~203.8 -2116
Depreciation 4799 4508 4497
Charges to provisions @ote 22 381 297 512
Operating profit 2,168 18104 1,783
Exchange galns and losses 458 144.4 62.3
Adjustad operating profit 2,161.5 19638 1,8406
Financial eense - net (rte 23) -98.7 ~939 ~142.2
Pre-tax profit of consolidated companies 2,062.8 18699 1,698.4
fncome tax hote 24 -696.0 -628.7 -579.8
Net operational profit of lidated compani 1,366.8 12412 1,1186
Shars in net operational profit of
equily affliates mote 25) 292.2 4198 3452
Net operational profit 1,650.0 1,661.0 1,4638
Charges to provisions for depreciation
of treasury stock — net of tax -1045 -88.9 -803
Capital gains and losses on dispasals
of assets - nel of tax fnots 26) 21828 -89 -166
Restructuring oosts ~ net of tax (nots 27) 272 . ~146 -35

. Amortisation of goodwil! frots 28) -81.3 -435 -50.3
Net Income before minority Interests 36288 14992 1,285.1
Minortty Interests -1 -17 -17
Net income after minority intorests 3,626.7 14915 1,274
Average number of shares outstanding 673,547,541 676,021,722 675,990,516
Net income after minorty Interests per share (in eurus) ) 5.38 2.2) 189
Nst operationat profit
after minority Interests 1,665.7 1,653.3 1,456.2
EP.5.: Net operational profit
after minority interests per share
{in euros) (note 29) 246 2.45 215
08 . LOREAL 2004 ANNUAL REPORT
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> CONSOLIDATED FINANCIAL STATEMENTS

Consolidated statement of
changes in shareholders’ equity

€ miffars
Common  Capital  Additonal  Translation  Retamed Treasury Total
shares stock patd-n  differences @ eamings stock
outstanding capital owned by
consolidated
. companies ®
At12.31.2001 676,062,180 1352 853.4 -228.9 6,335.4 7,193
Dividends peld
{not pald on treasury stock) ~391.7 -391.7
Translation differences -565.6 ~565.6
Nat changes In treasury stock owned by
consofidated companies -1,640,000 -116.1 ~116.1
Other movements® ' 18.7 18.7
2002 consotidated net income
{after minority interests) : 1,277.4 12774
At12.31.2002 674,422,160 135.2 953.4 ~794.5 7,243.8 -116.1 74218
Diidends paid
{not paid on treasury stock} ~460.0 -460.0
Transtation differences -448.8 -448.8
Net changes In treasury stock owned by
consolidated companies 1,640,000 22 1164 1183
Other movements® 1.5 1.5
2003 consolidated net income
(after minortty Interests) 1,491.5 14915
At 12.31.2003 676,062,160 136.2 9534  -1,243.3 8,279,0 - 8,1243
DOiidends paid
{not paid on treasury stocky -513.8 -513.8
Transtation diffarences -248 - -24.8
Nt changes in treasury stock owned by
consolidated companies -12,340,000 -£91.8 ~691.8
Other movements® 399 399
2004 consolidated net income
(after minorlly Interests) : 3.6825.7 3,625.7
At 12.31.2004 663,722,160 135.2 853.4 -1,268.1 11,430.8 -691.8 10,6695

{1} The other movements figure mainly retates to adjustments genarated by the Sanofi-Syrthdiabo merger &s well a3 for 2004 to & reversal of provision for risks relating to pension plans infially sccounted for
Bvough eqully &t adoption of pretarsntial mettod (€36.9 milion).

{2) The figure of €~1,268.1 millon 6t December 319 2004 ncludes € -53.5 miliion of ransiation differences rasuling from subsidiarias locatad in tha euro area,

3] This ftem relates % shares bough! back in the context of the ('Oréat share buyback programmes inote 13).
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Compared consolidated statements
of cash flows

€ millions
. 12.31.2004 12.31.2003 12.31.2002

Cash flow from operating acfivities
Profit of consofidated companies 3,336.2 1,077.7 939.9
Bimination of expenses and Income
with no impact on cash flow: v
« deprectation and charges to provisions | 6409 6152 7212
o changes in defemed taxes ~14.0 -16.3 -94.9
« 105585 OF gains on disposals of assets of

consolidated companies 2199.7 78 154
* other non-cash movements -04 29 -25
Gross cash flow of
cansolidated companies 1,761.0 1,685 15781
« Dividends received from equity affifiates 145.9 1201 944
« Cash used for working capial fts 39 A 2130 26 1628
Net cash provided by operating activities (A) 1,695.8 1,780.0 1,836.3
Cash flows from investing activities
« investments in fixed assets -5173 -557.9 -538.1
« Changes I other financlal assels (otz 31) ~632.6 -131 —476.3
« Disposals of fixed assets 326 18.0 26.8
« Effect of changes in the scope of consolidation (nots 32} —465.4 -3.9 ) -202.6
Het cash used by investing activities (B) -1,582.7 ~588.9 -1,191.2
Cash flows from financing activities
» DMdends pald -542.9 —487.5 —427.0
* Changes in financial debt 3614 -552.3 ~2422
Net cash used by financing activities (C) -181.6 -1,039.8 ~669.2
Net effect of exchange fates changes (D) -9.3 23 —407
Change in cash and cash squivalents
(A+B4C+D) : -77.6 126.0 -84
Cash and cash equivalents at
beginning of year (E) 655.3 520.3 694.1
Cash and cash equivalents at
end of year (A+B+C+D+E) (nots 33 §71.7 655.3 529.3
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> CONSOLIDATED FINANCIAL STATEMENTS

The following notes form an integral part of the consolidated financial statements,

NOTE t - ACCOUNTING PRINCIPLES
The financlal statements are presentsd in millions of euros.

The consolidated financial statements of L'Oréal and fts subsidiaries
{“the group”) have been prepared since January 1* 2000 in accor-
dance with “the new accounting rules and methods for the consoli~
dated financial statements”, approved by the decree dated June
22™ 1999 homolegating Regulation CRC 99-02.

a - Changes In accounting principles and
comparabllity of financlal statements

2002

Since Jenuary 1* 2002, the L'Oréal group has applied Regulation
CRC 00.06 on liabilities. The application of this regulation has no
materlal effect on shareholders’ equity at the beginning of the year.

Since January 1* 2002, the group has also chosen to adept the
preferentlal method stipulated in Regulation CRC 99-02 concem-
Ing the recording in the profit and loss account of unrealised exchange
gains and losses. The adoption of the preferential method has no
matenial impact on the results of the financlal years presented, or
on shareholders' equity at the beginning of the year.

There were no changes in the accounting principles applied in 2003
or 2004.

b - Scope and method of consolidation

All companies included in the scope of consolidation have a fiscel
year ending December 31* or closa thelr accounts on that date.

All companies directly or indirectly controlled by the parent company
L'Oréal have been consolidated by the full consolidation method,
redeeming minority shareholders' interests via the partial revalua-
tion method.

Group companies that are jointly controfied by the parent company
and a limited number of other shareholders under a contractual
agreement have been consolidated by the proportional consolida-
tion method,

Equity affilates over which the group has a significant influence have
boen accounted for by the equity method,

¢ - Forelgn currency transiation

1+ Accounting for forelgn currency transactions in
consolidated companies

Foralgn currency transactions are translated at the rate effective at
the transaction dats, Exchange galns or losses arising from the van-
ance n exchange rates between the date of the transaction and the
date of payment or recelpt are recorded in the profit and loss account,
net of related hedging (nstruments.

Assets and fiebilities denominated in foreign currencies have been
translated using exchangs rates effective at closing date. Unreafised
exchange galns and losses generated by this revaluation as well as

the revaluation of the related financlal instruments impact the profit
and loss account.

The group may decide to cover certain investments in forelgn com-
panies by contracting debits In the same currency. Exchange gains
or losses relating to thess debts are charged to consolidated share-
holders' equity.

2 - Translation of the accounts of forelgn subsidiades

The assets and fiabiitles of foreign subsidiaries are translated at clos-
ing exchange rates. Profit and loss acoounts are transiated at aver-
age exchange rates for the year.

Translation differences are recorded as follows:

« differences relating to the group's share are recorded in share-
holders’ equity under Transiation diffarences,

« diffarences relating to minorities are recorded under Minorly interests.

d - Goodwill

Goodwill represents the excess of the cost of an acquisttion over
tha share of the group in the fair value of the aessets and labilities
identified, net of deferred tax if needed, at the date of acquisition.

Additional acquisitions of shares do not gensrate any modification
of the fak value of the assets and liabilities identified, as determined
at the date of acquisttion and for the part already consolidated.

Goodwill is amortised using the straight-line method over a maxi-
mum pariod of twenty years, taking into account the objectives set
and the forecasts made at the time of the acquisition.

Exceptional amortisation is recorded if any unfavourable changes
oceur in the items used as the basis for the amortisation plan.

e - Intangible assets

intengible assets are recorded on the balance sheet at cost. ntangible
assets identified following an acquisition are also included in this
item. They mainly consist of trademarks, market shares and busi-
ness goodwill, which are recorded on the balance sheet using the
partial revaluation method.

Newty-acqulred brands are valued by an independent expert. The
discounted cash-flow method is used in order to make # sasler to
follow up the value in use after acquisition. Two approaches have
been adoptad to date:

* Premium-based approach: this method involves estimating the
part of future flows that could be generated by the activity without
the brand,

* Royalty-based approach: this involves estimating the value of
the brand by reference to the levels of royalties dsmanded for the
use of similar brands, based on sales forecasts drawn up by the
group.

Thess approaches are based on a qualitative analys!s of the brand
in order to ensure that the assumptions selected are relevant,
The discounting rate retained refers to the weighted average cost
of capital (WACC) for the targst acquired.

LOREAL 2004 ANNUAL REPORT . 09
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"> CONSOLIDATED FINANCIAL STATEMENTS

When the group acquires assets or shares of consolidated compa-
nles, the portion of the purchase price pald to obtaln or strengthen
the group’'s position in certain markets is presented under the item
Markst shares. Market shares are valued on the date of acquisition
by reference to economic data relating to sates and profitability
indicators.

The Business goodwill item conslsts of business valus acquired and
allocations of some falr value adjustments made prior to January 1%
2000.

The depreciation psriods of intangible assets are as follows:

Start-up costs 1-6 years
Trademarks, market shares and business goodwil Not depreciated
Other Imangible asssts 2-8ysars

The group ensures that the intangible assets recorded in the con-
solidated balance shest have a net book value below their value In
use or market value. If there is an indication of an impalrment of
ntangible assets, an impairment test Is carried out and, i neces-
saty, a depreciation is recorded. Brands and market shares are val-
ued by applying the same criteria used at the date of acquisition.
In the case of business value, the main criterfa considered are the
evolution of net sales and profitabiiity.

f - Tangible assets

Tangble assets are recorded on the balance sheet at purchase price.
Tangible assets identified following an acquisition are recorded on
the balance sheet using the partial revaluation method.

The depreciation periods of tangible assets are as follows:

Buldings 20 - 50 years
industrial machinery and materfals 5 - 10 years
Other tangble assats 3-10 years

Depreciation calculated and booked using straight-fine and declin-
ing balance methods is considered as an economic depreciation.

Significant capital assets financed through cepital leases are recorded
&s assets on the balance sheet under Tang/bie assets and are amor-
tised by the straight-iine method using the periods Indicated above.
The corresponding debt Is recorded under liabilities.

g - Investments in non-consolidated companiles

Investments In non-consolidated cornpanies are stated at thelr acqui-
sition cost. A provision ks made for any reduction in feir valus, deter-
mined on the basis of the financial criterla most appropriate to the
spedific situation of each company. The criteria usually adopted are:
the group's nst assets, profitabliity and share price.

10 . L'OREAL 2004 ANNUAL REPORT

h - Inventories

Inventories are valued using the average method or the “first in, first
out” method.

A provision is made for obsolete and slow-moving inventories on
the basis of actual and forecasted sales.

I - Trade accounts recelvable

Accounts recelvables from customers are recorded at their nomi-
nal velue.

A provision is mada for any uncertain debts based on an assess-
ment of the risk of non-recovery.

] - Other receivables and prepald expenses

This itern consists both of charges recorded but which relate to sub-
sequent accounting periods, and of charges recorded in this accourt-
ing pariod but which may be defarrad to saveral subseduent account-
ing periods.

The ftem includes point of sales advertising material and sales coun-
ters, whose costs may be spread over a maximum period of uss of
five ysars,

k - Marketable securities

These investments are valued at cost. A provision Is made where
the year-end market value is below the acquisition cost.

| - Treasury stock - Stock option plans -
Share buyback programme

Stock options are intended to nvolve, motivate and strengthen the
loyalty of employees who make the lasgest contribution to the group’s
performancs through thelr skills and commitment.

tn the case of stock option plans prior to 2000, a provision for depre-
ciation has been made to cover the difference between the acqui-
sition price of the shares and the price at which the options are axer-
cised by the beneficlaries. Since January 1% 2000, no discount has
been grantad on the option allocation price. Provided that the shares
are purchased at a lower price than the attribution prics, no provi-
slon for depreciation is required. However, a provision Is made in
the event of any decline in the market price; the provision consists
of the difference betwesn the net book value of the shares and the
average share price over the month preceding the closing date.

Treasury stock held that are specifically aflocated to employse stock
option plans are booked as Markstable securities.

Stock options do not cause any dilution of equity by the creation of
shares, They have no impact elther on the amount of the structure
of the equity.
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Any other treasury stock bought back in the context of the share
buyback programme are booked at acqulsition cost In deduction
from consolidated shareholders’ equity.

In accordance with Articls L. 225-102 of the French Commercial
Code, French employeses of the group hold L'Oréal shares through
two unit trusts.

m - Provisions for liabllities and charges

Provisions for liabllities and charges are set up to cover potential
outfiows for the benefit of third parties without a retumn for the group.
They relate mainly to tax risks and litigation, industrial and com-
merclal risks relating to operations (breach of contract, product
returns) and personnsl costs.

They are estimated on the basis of the most likely assumptions or
by using statistical methods, depending on the type of provisions.

Provisions for employes retirement obligation and related bensfits
and deferred tax figbilitles, are also recorded under this heading.

n - Provislons for employee retirement obligation
and related benefits

The group has decided to recognise in its consolidated financial
statements alf the liabilities generated by employee retirement obli-
gation and rslated benefits from January 1* 2001.

The group adheres to pensions, early retirement and other benefit
schemes depending on lacal legislation and regulations.

The characteristics of the existing schemes are as follows:
 French regulations provide for specific length-of-service awards
payable to employess on retrement. In addition, an earty retirement
plan and a defined benefit plan have been set up. in some group
companies there are also measures providing for the payment of
certain healthcare costs for retired employees.

These obligations, except for those relating to healthcare costs for
retired employess, ere partially fundad.

» For foreign subsidiaries with employee pension schemes or other
specific obBgations relating to dsfined benefits, the axcass of obli-
gations over the scheme's assets is recognised by setting up a pro-
vislon for charges on the basis of the actuarial value of tha vested
rights of employees.

The charges recorded in the profit and loss account, under the head-
ing Personne! costs, include:

* service cost, l.e. additional rights acquired by employees during
the accounting period,

«interest cost, L.e. change In the value of the discounted rights due
to the fact that one year has gone,

* axpacted return on assets, i.9. iIncome from external assets cal-
culated on the basis of a standard retum on fong-term investments,
o the impact of any change to existing schemes on previous years
or of any new schemes,

* amortisation of unrecognised gains and losses, i.e. depreciation
of any varigtion from the actuaral calculation.

> CONSOLIDATED FINANCIAL STATEMENTS

To determine the discounted valus of the obligation for sach schems,
the group applies an actuarial valuation method based on the final
salary {projected credit unit method). The obligations and the fair
valus of assets are assessed each year, using length-of-service, life
expectancy, staff turnover by category and economic assumptions
{inflation rate and discounting rate).

The cumutative effects of unrecognised gains and losses are depre-
clated over the averags residual perlod of activity of active employ-
eas, unless such gains and losses do not exceed 10% of the greater
of the discounted benaefit obligation or the falr value of plan assat
(comidor principle). The deprediation is included In the annual actu-
arial charge of the following financial year. Gains and losses in rela-
tion to other benefits, such as jubliees and medals, are Immediatsly
charged to the profit and loss account without the application of the
corridor principle,

The debt relating to the company’s net obligation is recorded as a
liabifity on the balance shest, under the heading Provisions for lia-
biities and charges.

o - Net sales

Consolidated sales include sales of products, goods and raw mate-
dals, as well as other revenues and service income related to the
group's normal activities.

They are stated net of rebates and discounts.

p - Advertising and public relations expenses
Expenses relating to the advertisement and promotion of products
to customers and consumers are charged to the profit and loss
account of the financlal year when they are incurred, except for the
oost of samples and point of sales materials that are still considered
to be commercially useful and that are recorded on the balance
sheet under Other recefvables and prepaid expenses.

q - Research and development expenditure

Research and development expenditurs is charged to the profit and
loss account of the fiscal year during which it is incurred.

r - Adjusted operating profit
Adjusted operating profit includes exchange gains and losses.
s - Income tax

The Income tax charge includes the current tax expense payable
by each consolidated tax entity and the deferred tax expenss.

Deferred tax is calculated wherever temporary differences occur
between the tax base and the consolidated base of assets and fia-
bilities, using a balance sheet approach and the kability method.
Deferred tax includes irrecoverable taxation on estimated or con-
fimmed dividends.
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Defarred tax is valued using the enacted tax rate at the dosing date
and which will also be in force when the temporary differences reverse.

Deferred tax assets generated by tax loss carry forwards of con-
solidated companies are only recognised to the extent that a tax-
able profit is expected during the valldity period of thess tax loss
carry forwards.

Under the French system of tax consolidation, some French com-
panies in the group compensate for their taxable incomes when
determining the overall tax charge which only the parent company
L'Oréal remalns liable to pay. Fiscal consolidation systems also exist
outside France.

t - Net operational profit

This itern consists of the net income before the following:
«charges to/reversals of provisions for depreciation of treasury stock
net of tax, :

« capftal gains or losses, net of tax, on the disposal of fixed assets,
« restructuring costs net of tax, '

+ amortisation of goodwill.

u - Method used to calculate net operational profit
after minority interests per share

Net operational proftt after minority interests per share is obtained
by dividing net operational profit after minority interests by the num-
ber of shares outstanding during the financial year, after deducting
the average number of shares held by consolidated companies and
thus deducted from shargholders’ equity.

Treasury stock afiocated to employess under existing stock option
plans ere carried under Marketable securnities, They are therefore
included in the number of shares outstanding.

Dituted net operational profit after minority interests per share takes
Into account any share subscription options with a dilutive effect,
according to the “share buyback method”.

v - Recording of financial instruments and
derivatives

In accordance with group financial management poficles, none of
L'Oréal's consolidated companies conduct any money market trans-
actions for speculative reasons:

*With regard to exchange rates, fong-term contracts and options
are negotiated to cover commercial transactions recorded on the
balance sheet and cash flows on commercial transactions whose
completion s considered to be highly probable. The losses and
gains generated by these instruments are recorded symmetrically
with the tems that they cover.

With regard to the instruments used to hedge cash-flows relating
to commerdcial transactions for the next fiscal year, estimated on the
basls of information provided by the subsidtaries, the unrealised
exchange losses and gains are deferred until the date of compls-
tion of the transactions covered.

«With regard to the interest rate risk, the profits generated by inter-
est rate swaps covering financlal liabilities are recorded symmetri-
cally with the profit on the debts covered, prorata temports.

12 . LUOREAL 2004 ANNUAL REPORT

NOTE 2 - CHANGES IN THE SCOPE OF
CONSOLIDATION

a- 2004

In January 2004, the L'Oréal group completed the acquisition of the
Chinese skincare brand MININURSE. MININURSE'S activitles have been
fully consolidated {100%) since this date. In 2003, MiNNURSE'S sales
came to around €40 million.

In May 2004, the L'Oréal group completed the acquisition of the
Chinese make-up and skincare brand Yug-Sa. This business has
been fully consolidated (100%} since June 2004. In 2003, Yue-Sar's
sales came to around €38 million.

The group has scquired the control of Shu Uemwra Cosmetics, tnc.,
the company that manufactures and markets SHu Uemura brand's
cosmetics in Japan, This company, which was previousty propor-
tionately consolidated (35%), has been fully consolidated {100%)
since January 1 2004, In 2003, its total sales were €69 million.

The group bought out the minority interests of Lavicosmetica
Cosmétiqua Active Hellas (Greace) and Parmobel (Cyprus) in the
first quarter of 2004, and Shu Uemura Cosmetic Corporate (Tatwan)
in December 2004. These companies are now fully consolidated.

The cost of these new acquisitions represented approximataly €530 rma-
fion. The total amount of goodwill and other intangble assets resuft-
ing from these acquisitions came out at €412 million and €110 mil-
lion respectively.

The definitive resuits of Sanofi-Synthélabo's offer tor Aventis pub-
lished by the French securities regulator (Autorité des marchés
financiers, AMF) on August 12* 2004, confirmed the success of the
operation, leading to the acquisition of 85.47% of Aventis’ capital.
Further to this operation, L'Oréal had 10.41% of the capital and
17 23% of the voting rights of the new Sanofi-Aventis group.

As such, LOréal stopped consolidating Its stale In Sanofi-Synthélabo
on August 12" 2004, generating a €2.8 billion gross capital gain on
dilstion. The shareholders’ agreement concluded between L'Oréal
and the Total group conceming thelr respective Interests in Sanofi-
Synthélabo ended on December 2 2004,

At L'Oréal's Extraordinary General Meeting on Aprll 2g% 2004, its
sharsholders voted to approve the merger and ebsomption of Gesparal
by L'Oréal. Further to this operation, the Bettencourt family end Nestié
bacame direct shareholders in L'Oréal with approximately 27.5%
and 26.4% of the capital and 28.6% and 27.4% in voting rights
respectively. This transaction did not have any significant impact on
the L'Oréal group's structure or results, since Gespara! held only
L'Oréal shares and did not have eny debt at the time of the merger,
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> CONSOLIDATED FINANCIAL STATEMENTS

b - 2003

During the 2003 financial year the group has continued the expansion of the Laboratoires Innéov at European level, with the creation of
Innéov Italia, ihnéov Osterreich, Inndov Hellas and Innéov Sulsse.

At the start of October 2003, the group acquired the springs of La Roche-Posay.

The group carried out no divestmants in 2003.

NOTE 3 - SEGMENT INFORMATION
a - Consolidated sales

1 - Breakdown of consolldated sales by branch

. 2004 . Growth (as %) 2003 2002
€mfions . %of Publshed  Exciuding € maions % of €milions % of
o total : figures: -exchange total total
Cosmetics 14,219.8 97.8 3.8 - 69 13,704.3 97.7 13,951.8 97.6
Darmatology 2934 20 —4.3 1.8 306.5 2.2 321.1 2.3
QOther 1 20.7 -02 133 13.3 18.3 0.1 15.1 0.1
Group 14,533,9 100.0 3.6 6.8 14,0291 100.0 14,288.0 100.0
{1) Goup share, i.6. 50%.
2 - Breakdown of consolidated sales by geographic zone
2004 Growth (as %) 2003 2002
€ milions % of Published  Excluding € milions % of € mitions % of
total fgures.  exchangs total total
. ] ffect
Westem Europe 7,405.7 50.8 13 .12 7,309.7 52.1 7,044.6 49.3
North America . 39518 27.2 08 . 7.7 39814 284 4,438.7 311
Rest of the World . 3.176.7 219 16.0 ~ 214 2,738.0 19.5 2,804.7 19.6
Group 14,533.9 100.0 3.6 6.8 14,029, 100.0 14,280.0 100.0
3 - Breakdown of cosmetics sales by geographic zone
2004 . Growth {as %) 2003 2002
€ millons 9% of Published  Excluding € millons % of € millons % of
total fgures  exchange total total
| effect
Westem Europe 73124 514 13 14 72217 2.7 6,962.8 48.9
North America 3,772.0 265 -03 8.1 3,783.7 27.6 4,2248 30.3
Rast of the Work 3,136.4 22.1 16.2 21.8 2,698.9 19.7 2,764.2 19.8
Cosmetics branch 14,219.8 100.0 a8 6.9 13,704.3 100.0 13,851.8 100.0
b - Adjusted operating profit
1 - Breakdown of adjusted operating profit by branch
& mifons 2004 2003 2002
Cosmetics 2,089.0 1,800.0 1,767.8
Dermatology 50.6 54,7 685.2
Other 11.8 9.1 7.6
Group '2,161.5 1,863.8 1,840.6
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2 - Breakdown of cosmetlcs adjusted operating profit by geographic zone

€ millons 2004 2003 2002
Waestern Europa 1,117.2 1,086.0 985.7
North America 508.9 490.0 535.4
Rest of the World - 326.6 274.7 2615
Total for zones 1,852.7 1,830.7 1,782.6
Non allocated . 146.3 69.3 -14.8
Cosmetics branch 2,099.0 1,900.0 1,767.8

For a better understanding, the balance of central expenses and central revenue that cannot be directly attributed to a particular zone is
presented under Non aflocated,

The figures published for 2002 are listed bellow:

€ mlifons 2002
Wastem Europe 870.9
North Amexrica 535.4
Rest of the World ) 281.5
Cosmetics branch 1,767.8

¢ - Fixed assets

1 - Breakdown of net fixed assets by branch

€ mitiions ’ Goodwil Intangible Tangible Fnancial 12.31.2004 12.31.2003 12.31.2002
' assets assets and éther

Net value ) . fixod assets

Cosmetics 817.2 3,636.5 18719 . .50109 11,236.6 6,255.4 6,288.9

Dermatology 00 202.8 56.7 1.1 260.6 300.0 324.7

Other 0,0 0.4 151 21.1 36.6 55.3 78.1

Group 812 3,739.7 1,943.7 5,033.1 14,533,7 6,610.7 6,691.7

2 - Breakdown of cosmetics net fixed assets by geographic zone

€ miians ) . Goodwil intangibie Tangible Rnancial 12.31.2004 12.31.2003 12.31.2002
assets assets and other

Het value L focad assets

Westemn Europe 5036 2,362.6 11,0749 4,915.4 8,856.4 3,826.2 3,636.0

North America 205.6 995.9 617.7 594 17786 1.896.5 22177

Rest of the World 1082 . 178.0- . 2793 36.1 601.6 433.7 4352

Cosmetics branch . 817.2 35368 1,871.9 5,010.9 11,2365 6,255.4 6,288.9
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> CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4 - GOODWILL

€ miltions 12.31.2003

Artec 41.7
Blomedic 11.3
Cosmétique Active Hellas s
Colorama 12.8
Jade 18.6
Kehl's

Laboratolres Viang

Matrix

Maybelline international

Minnurse

Nihon L'Onéal

Parmobel

Sanofi-Synthélabo (squity method)
Shu Uemura

SoftSheen.Carson - Dermablend

Maybelling Intamational

Mininurse

Nihon L'Oréal

Parmobe!

Sanafi-Synthélabo (equity method)

Goodwill Is amortised over a maximurm period of twenty years. The goodwill amount takes into account the deferred tex fiabilities on trade-
marks and other identiflable assets that could be soid separately from the company acquired.

CGoodwill valuations could be consldered as temporary up to the end of the financial year following the year of the acquisttion,

Other movements includs the Impact of the deconsolidation of Sanofi-Aventis (note 2) (€-328.6 milion) In addition to the change in exchangs
rates on goodwill from forelgn subsidiarles (€-12.8 millon),
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NOTE 5 - INTANGIBLE ASSETS

€ milfions 12.31.2003
Licences, patents, trademarks and market shares 1,024.2
Business goodwil 2,768.1
Other intangible assets 161.0
Gross value 3,953.3
Licencas, patents, frademarks and market shares 79.5
Business goodwiil 209
Other Intangible assets 012
Amortisation 191.8
inangible assets - net 3,761.7

(1) This meinly consists of the Impact of vartations 7 the scopa of consalidation and of adustments of the vakue of assets which are Kenttiable during the eflocation period.

At December 314 2004, trademarks primarily concerned the Marrx (€270.6 million) and KignL's (€121.4 milion) tradermarks, out of a total of
€634.6 milion for trademarks and €321.0 million for patents and licences, In addition to €105.2 milion for market shares.

At December 31% 2004, buslness goodwlll primarity concerned the buyback of our activities In the Unlted States (€949.9 miflion), Canada

(€117.3 million), Spaln (€241.7 million) and Switzerland (€106.7 million) as well as the acquisttions of MaveeLune (€507.7 milllion) and Jade
in Germany (€ 160.6 million).

NOTE 6 - TANGIBLE ASSETS

@ mitfions 12.31.2008 -
Lend and buildings 1,223.4
Machinery and equipment 1,755.4
Other tangible assets and work-in-progress 877.0
Gross value 3,855.8
Land and bulldings 547.1
Machinery and aquipment 1,034.8
Other tangiblo assets and work-in-progress 420.9
Depreclation and provisions 2,011.8
Tang(ble assets - net 1,843.9

(1) These are mainly the result of the impact of changes In the scope of consolidation, and fxed assets in progress allocated to the Other fixad asssts ftems,

Tanglble asssts Include caplital lease contracts for the following amounts:

€ millions 12.31.2003
Land end bulldings 170.6
Machinery and equipment 8.8
Other tangible assets and work-In-progress 12,5
Gross vatue 189.8
Depreciation 84.4
Net value 105.6
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NOTE 7 - INVESTMENTS IN NON-CONSOLIDATED COMPANIES

The increase in investments In non-consofidated companiss primarily reflects the Sanofi-Aventls operation (note 2). These securities had a
net book value of €4,892.8 million at December 31% 2004.

Their stock markst value at December 31* 2004 was €8,410.8 milfion.

Other combined Investments In non-consolidated companies are not significant with regard to the balance sheet or profit and loss account.

NOTE 8 - INVESTMENTS IN EQUITY AFFILIATES

The reduction in investments in equity affiliates comesponds to the deconsolidation of Sanofi-Synthélabo shares (note 2).

€ mifions % interest Contribution at 12.31.2004 Balanoe sheat valud
Consolidated  Consolidatad 12.31.2004 12.31.2003
reserves  profit for year

Sanofi-Synthélabo - - - - 1,624.6
Ciub des Créateurs de Beauté (Japan) 20.00 1.2 -1.2 - 1.2
Investments In equity effillates - 1.2 -12 - 1,525.7

NOTE 9 - INVENTORIES

€ mkfons 12.31.2004 12.31.2003
Raw materials, packaging, consumables . 343.2 345.0
Semi-finished and finished products 956.2 925.1
Gross value 1,200.4 1,270.1
Vatuation allowance . 1733 176.8
inventories - net 1,126.1 1,093.3

NOTE 10 - TRADE ACCOUNTS RECEIVABLE

€ mikons 12.31.2004 12.31.2008
Trade accounts recelvable 2,116.4 2,070.3
Gross value 2,115.4 2,070.3
Valuation alowance 51.8 835
Net value 2,063,8 2,006.8

Trade accounts recelvable are due within one year.

NOTE 11 - OTHER RECEIVABLES AND PREPAID EXPENSES

& arllos 12.31.2004 12.31,2003
Fscal and sodial recelvables 230.2 2048
Other recaivables 167.1 167.2
Deferrad expenses 220.6 188.0
Prepald expenses 1384 132.6
Point of sales advertising 1155 111.6
Deforred tax assets 542.2 6504.2
Total 1,412.9 1,408.4

L'OREAL 2004 ANNUAL REPORT . 17

VALIDATHON
Imundocom LT oV & ov.. |arroanms guar o |
EXECUTION CREATION AENCEETOUCLENT, £ | w# 227
DATE : DATE : /o’?ﬁa?“ J




009_020_RAO4_T2_QB_45537 15/03/05 14:15 Page 18

Ouvert 440_305 Fermé 220_305 RA L'OREAL 2004 T2_QB V3

> CONSOLIDATED FINANCIAL STATEMENTS

NOTE 12 - MARKETABLE SECURITIES

€ miliens | 12.31.2004 12.31.2003

L'Oréal shares 1,788.1 1.792.6
Marketabls securlties and other 2566.6 233.1
Gross value . < 2,0147 2,025.7
Provisions for depreciation . 435.1 27
Hetvalue 1,579.6 1,748.6

The 25,447,800 L'Oréal shares held for the smployee stock option plan have a net valus of €1,324.0 million (after a depreclation of
€158.7 million for financlal year 2004) compared with €1,515.5 milion at December 31* 2003,

in 2004, no shares were bought or sold. 1,038,600 share options were exercised.

The total stock markat value of treasury stock based on the closing price at December 31* 2004 was €1,421.3 million, compared with
€1,721.6 mifllon at December 31¢ 2003,

The marketable securities compriss mainty, apart from treasury stock, SICAY investment funds and unit trusts (on which the return is based
on EONIA) and short-term investments. At Dacember 31¢ 2004, the market value of the marketable securities was €181.1 million, and their
net value was €171.5 million. At December 314 2003, the market value of the marketable securities was €162.8 milion, and their net value
was €157.7 million.

NOTE 13 - SHAREHOLDERS’ EQUITY

The share capital consists of 676,062, 160 shares with a par value of €0.20.

A L'Oréal share buyback programme was authorised by the Annual General Mestings of Shareholders on May 29* 2002, May 22~ 2003
and April 20 2004. Thesa shares have been deducted from consolidated shareholders' equity. The proceeds from the transactions relat-
ing to these shares net of tax have also been recorded in shareholders’ equity.

In 2004, L'Oréal purchased 12,340,000 shares for €631.8 million. These shares were still held at December 31* 2004.

During fiscal year 2003, L'Oréal sold 1,640,000 shares for an amount of €118.3 million. At December 31¢ 2003, L'Oréal no longer holds
any shares on this basis.

On March 24* and December 1% 2004, the Board of Directors authorised a share subscription option plan relating to 2,000,000 and
4,000,000 shares respectively, with an exercise price of €64.69 and €55.54 and an exercise period of five years from March 2009 to March
2014 and from December 2009 to December 2014.

On December 3% 2003, the Board of Directors authorised a share subscription option plan relating to 2,500,000 shares with an exerciss
price of €63.02 and an exercise period of five years from Decembaer 2008 to December 2013.

NOTE 14 - MINORITY INTERESTS

Minority interests only relate to a few companies for Insignificant amounts. The amounts were €4.2 million and €11.9 million at December
31% 2004 and 2003 respectivety.

The vartation in this item over the year is due to operations to buy out minority interests as described In note 2 (changs in the scope of consoli-
dation) and to the consolidation of Shu Uemura based on the consolidation method.
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> CONSOLIDATED FINANCIAL STATEMENTS

NOTE 15 - PROVISIONS FOR LIABILITIES AND CHARGES

a - Balances at closing date.

€ miiffons

12,31:2004 . 12.31.2008
Provisions for employes retirement shiigation and related benefits 781 005.3
Defered tax lablities . 658.9 40.6
Other provisions for labiitles and charges™ L ARnT 4815
Provisions for restructuring ...489 31.0
Total 11,9218 1,439.3

(1) This ftem Inchudes provisions fachg tax risks and figation, Incustria end commercia risks relating 1 operations (breach of contract, prodhuct retuma) and perscxtiel costs,

b - Variations in Provislons for restructuring and Other provisfons for fiabilities and charges during the year

€mitions 12.31.2008 123172008
Other provisions for fiabilities and charges 461.5 42, 5 427.7
Provisions for restructuring 31.0 .- 33.0 -16.7 -2.4 20 | 46,9
1) Mainly resudting from transiation differences.
(2These figures may be analysed as follows:

€ millons Charges Raversals Reversals

(used) {non ussd)

* Rastructuring costs 33.0 -16.7 -24

* Operating provision 1231 ~-106.7 -35.4

* Income tax 0.6 -3.0 -6.8

¢ - Provisions for employee retirement obligation and refated benefits

Employes retirement obligation and related benefits include in particular:

*pensions and benefits finked to retirement and/or early retiremant,

» soclal bengfits for retired employees {pensions, retirement bonuses, life Insurance, medical assistance, etc.),
s other long-term benefits (gifts and long service awards).

Provislons for pensions and early retirement

- Employee retirement obligations are calculated using an actuarial valuation method based on the projected final salary (projected credit unit
mathod). With regard to retirement obligations, the calculation is made so as to charge each perlod of service rendered by a group employee
with a straight-tne untt of its final obligation. Since January 1* 2001, provisions have bsen booked for all obligations relating to pensions still
to be pald to retired employess and the vested rights of employees.

Other long-term and post employment benefits
These benefits have been svaluated on the basis of the same actuarial assumptions as those used to calculate pensions. Provisions have
been mads for all obligations relating to retired employees and for the vested rights of employees.

The actuarial assumptions used to calculate these obligations take Into account the economic conditions In each country or In each group
company. The average welghted assumptions for the group are as follows:

12.31.2004 12,31.2003
* Discourt rete 5.1% 55%
* Salary increase 4.6% 4.5%
« Long-tenm retumn on assets 6.2% 8.4%
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The varfations during 2004 and 2003 are set out below:

@ millons Projected Assets Unvrealised Net
pension gains and provision
obligation losses

Batance at December 31* 2002 1,761.6 679.4 205.8 §96.3
Net charge for the year:

- Service cost . 89.8 . 89.8

- Interast cost 85.9 95.9

- Expected return on assets 43.6 ~43.6

- Amortisation of unrealised gains and losses -10.3 10.3

Benefits paid -£5.3 ~38.6 -26.8

Contributions paid 5.4 116.8 -110.4

Unrealised gaing and losses 674 38.9 18,6 0.0

Transiation differences -87.5 -56.8 -25.3 5.4

Cther movements 0.2 0.2

Batance at December 31* 2003 1,8774 782.4 188.7 906.3
Net charpe for the year:

- Service cost 91.3 21.3

- Intersst cost 94.8 94.8

- Expocted retum on assats 54,5 -54.5

- Amortisation of unrealised gains and losses 7.5 7.5

- Reserval of provisions @ -34.4 1.2 -35.6

Benefits paid -815 -48.0 335

Conyibutions paid 5.6 138.5 -132.9

Unrsziised gains and losses 187.2 24.3 162.9 -

Transtation differences -34.2 ~24.1 9.1 -1.0

Other movements ~52.6 3.0 0.3 -65.3

Balance at December 31% 2004 2,053.6 930.6 335.9 7871

; The retirement expense charged to the profit and loss account may be analysed as follows:

& milom 12.31.2004 12.31.2003
Service cost 81.3 89.8
Interest cost 94.8 95.9
'Expected retum on assets 54.5 -43.6
Amaortisation of unveaksed galns and losses 7.5 10.3
Reversat of provisions ™ -35.6 -
Total 103.5 1524

mwammwudaesummhmmuummummmmmmum equlty & adoption of preferential method pursuant o CRC reguiation 93-02. The changs in this
conyitment atso resulted n a €35.6 mifiion reduction in expensas for 2004

NOTE 16 - BORROWINGS AND DEBTS

The group carries out financing through medium-term bank loans, and by the issue of short-term paper in France and the Issug of short-tem
cormmercial paper in the United States. The two programmas represent €1,600 million and USD 800 million respectively.

Liquidity for the issus of commerclal peper is ensured by confirmed lines of bank cash. The cash lines, fike the medium-term loans, are not sub-
ject to any financlal ratio clauses or rating dlauses.

Debt by type

€ milons 12.31.2004 12.31.2003
Short-term paper 1,109.8 695.0
Bank foans 878.5 978.8
Perpetual loan 2.6 43.4
Debits on capital leass contracts 71.2 82.0
Debanture loans 4,7 5.0
Overdrafts 78.0 137.0
Total . . 21747 1,841.2
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Debt by maturity date

@ milfons 12.31.2004 12.31.2003
Under 1 year 1459.7 1,182.1
110 6 years 667.8 646.1
Over b years 47.2 113.0
Total ) 2,174.7 14,9412
Debt by currency (after allowing for currency hedging instruments)

€ miljons 12.31.2004 12.31.2003
Euro (EUR) 1,334.7 1,054.2
US dolar (USD) 580.8 6965
Yon (JPY) 242 297
Others j 235.0 250.8
Total 2,174.7 1,941.2

Breakdown of fixed rate and floating rate debt (after allowing for Interest rate hedging Instruments)

€ miions 12.31.2004 : 12.31.2008
ficatng rat 18427 18633
Fxedrat 2320 779
Total 21747 1,9412

Average debt interest rates

The average debt interest rates, after allowing for hedging instruments, were 3.29% in 2003 and 2.36% in 2004 for the euro, and 1.44% in
2003 end 1.85% in 2004 for the US doflar.

Fair value of borrowings and debt

The fair value of fixed rate debt is determined for each loan by the discounting of future cash flows, based on the debenture interest rate
curves at the balance sheat date, after allowing for the spread corresponding to the group's risk rating.

The net book value of outstanding bank loans and other floating rate loans is a reasonable approximation of their fair value.

At December 31% 2004, the fair value of the debt amounts to €2,193.4 million. At December 31% 2003, it amounted to €1,961.3 million.
Debts covered by collatera!

There were no significant debts covered by collateral as at December 31* 2004 and December 31* 2003.

Confirmed credit lines

At December 31% 2004, L'Onéal and its subsidiaries have €2,268 milion of credit nes confimed but not used (€2,233 milion at Decernber 314 2003).

NOTE 17 - DERIVATIVES AND EXPOSURE TO MARKET RISKS

To manags its exposure to currency and interest rate risks arising in the course of its normal operations, the group uses derivatives negoti-
ated with organisations with the best credit ratings.

In accordance with the group's rulss, the currency and interest rate derivatives ere set up exclusively for hedging purposes.

Hedging of currency risk

The group Is exposed to currency fisk from commerclal transactions recorded on the balancs shest or from future transactions considered
to be highty probable.

The group's policy on exposure to currency risk from its future cormmerclal transactions is to hedge at lsast B0% of the currency risk by
derivatives once the operating budgets have been allocated by the group's subsidiaries.
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All the group's future curency flows are analysed in detalled forecasts for the coming budget ysar. Currency risks that emerge are hedged
by futures sales or purchases or by options, to reducs as far as posshbie the currency position of each subsidiary, The duration of the deriva-
tives Is determined as appropriate for the group’s settiement flows. Exchange rate derlvatives are negotlated by Régéfi or, In exceptional
cases, directly by the group's subsidiaries when the cuirency is not convertible, with any such operations subject to control by Régéfi.

As the group's companies must borrow and Invest thelr cash [n thelr own currency, the exchangse rate risks generated by the management
of thelr cash-flow are almast non-existent.

The following derivatives are held for currency risk hedging purposes:

€ mitlions Nominat Market vatue
12.31.2003 128120047  12.31.2008
Currency futures
Purchase EURO/currency 1,0112 449
EURAUISD 3795 328
BEURGBR 181.5 3.5
EUR/CHF 128.4 1.4
EUR/CAD 57.9 2.8
EURMest European curmencles 763 [¢X]
EUR/East Ewropean currencies 95.9 27
EUR/Asian currencies 50.1 25
EURAalin American cumencles - -
EUR/Other cumencies 62.6 -1.8
Purchase USD/currencies 319.7 ~11.9
USD/CAD 36.4 -2.5
USD/Aslan curencies 100.3 ~0.9
USDAatin American cumencies 100.6 2.1
USD/Other currencies 82.4 -10.5
Sale USD/CHF -101.9 9.8
Other currency pairs 54.1 ~0.9
Currency futures tota! 1,2683.1 419
Currency options
EURAJSD 410.8 38.1
EUR/GBP 79.5 09
EURRUB - -
EUR/BRL - -
EURMN - -
EURKRW 45 0.1
EURUPY 27.0 0.8
EUR/CAD - -
EUR/AUD - -
USD/BRL 27.7 1.8
Cther currency palrs 32 -
Currency options total 552.7 41.9
O/w call options total 8881 66.7
O/w put optlons total -335.4 ~24.8
Total 1,835.8 83.8

The put options total corresponds exclustvely to the sale of previously purchased optlons when It appeared opportune to replace them by
other hedging instruments.

The falr valus of the derivatives Is thelr market value,
The group has no significant currericy positions that are not hedged in the balance sheet,

Hedging of interest rate risk

The group malnly refinances at floating rates and uses interest rate derivatives to reduce net exposure to interest rate risk, Such derivatives
are never held for speculative reasons.
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Tha derivatives are malnly swaps and interest rate options (purchase of caps) which are freely negotiated.
The market values of the derivatives set out befow should be compared with the market values of the dsbts that they hedge.

The Interest rate derivatives are as follows:

€ mifiions Notiona Market valus

Interest rate derivatives 12.31.2004 12.31.2003 12.31.2004 12.31.2003
ving 9 fate swaps .

EUR Eurfbor/fixed rate |- 3%5 332.7 22.0 231

Borrowing fixed interest-rate swaps

EUR Eurtbor/fixed rate 21.7 23.8 ~2.0. -1.1

USD Ubor/ixed rats - 183.6 385.7 0.4 -3.1

CAD Uibcad/fixed rate . 63 5.4 -0.2 ~0.3

Foating/floating Interest-rate swaps .

BUR Euribor/Buribor 286.2 354.7 - 06 2.2

Purchases caps .

BEUR Euribor 300.0 300.0 - 0.1

Totat ) 1,122.3 1,412.3 20.1 20.9

The fair velue of the Interest rate derivatives is their market value. The market value of the interest rate derivatives is calculated by the dis-
counting of future flows at the interest rate ruling at the balance sheat date.

Sensitivity to changes in interest rates

An increase in interest rates of 100 basis points would have a direct impact on the group's financial charge of €+13.4 million at December
314 2004, after allowing for short-term assets and derivatives (and assuming that total net debt remains stable and that the fixed rate instru-
ments are replaced by floating rate instruments).

The impact of a 100 basis point rise in interest rates on the fair value of the group's fixed rate financial assets and liabilities, after allowing for
derivatives, can be estimated at €+5.1 million at December 31% 2004.

Third party risk

The group has financlal relations with international banks with the best credit ratings. The group thus considers that its exposure to third
party risk is low. ’

Furthermors, the financial instruments used in exchange rate and interest rate risk managsment are issued by leading international bank-
ing counterparties.

Share risk

The avallable cash is invested In the form of non-speculative instruments which can be drawn In very short periods on financial organisa-
tions of unquestionable reputation. .

At December 31% 2004, the group holds 25,447,800 treasury stock with a net value of €1,324.0 million. For these shares, a variation in the

share price of plus or minus 10% relative to the average share price for December of €56.06 would have an Impact on the group's consol-
idated net profit of €+112.5 milion and €~118.5 million respectively.

NOTE 18 - OFF-BALANCE SHEET COMMITMENTS

a - Operating lease commitments

They amount to €1,326.0 million at December 31* 2004 compared with €1,312.6 million at December 31* 2003, of which:
«€226.9 millon s due In under one yeer at December 31% 2004 compared with €221.0 million at December 314 2003,

+€668.8 milion Is due In 1 to 5 years at December 31% 2004 compared with €637.7 million at Decsmber 31* 2003,
«and €430.3 million Is due in over 5 years at December 31 2004 compared with €453.8 million at December 31% 2003.
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b - Other off-balance sheet commitments

The conflrmed credit lines are indicated in note 16,
The other off-balance sheet contingent liablities are as follows:

€ mflifons 12,31.2003
Commitments given™ 49.8
Minorities buyback commitrments 280.5
Documentary credits 3.4
Commitments recetvad 25.5
Investment orders 168.3
(1) Thess consist mainly of given to or foans granted to third parties who are partners of the group.

¢ - Contingent liabilities

in its nomal operations, the group is Involved in legal actions and Is subject to tax assessments, customs controls and administrative audits.
The group sets aside a provislon wharever a risk Is found to exist, and an estimate of its cost Is possible.

At the present time, there is no exceptional event or dispute which could materially and with serfous probability affect the results, financial
sltuation, assets or operations of the L'Oréal company and group.

d - Environmental risks

The group carefully follows regulations and laws relating to environmental protection, and does not expect that they will have any significant
impact on the future operations, financial situation, results or assets of the group.

NOTE 19 - NET SALES

Net sales represent sales to third parties by LU'Oréal and #ts French and foreign subsidiaries.

In 2004, net sales amounts to €14,533.9 million, compared with €14,029.1 milllon In 2003,

The breakdown of net sales by branch and geographic zone Is indicated in the *Segment information® section of the notes.

Breakdown of sales - France/Rest of the World

2003

€ milions As %
France 2,060.7 147
Rest of the World 11,8694 853
Group 14,029.1 1000 -
NOTE 20 - PERSONNEL COSTS AND NUMBER OF EMPLOYEES
Personnel costs iInclude amounts paid as employee profit sharing and the actuarial charge relating to the employse benefits,
The total number of employees was 52,081 at December 31% 2004, compared with 50,600 at December 31¢ 2008.
Number of employees™ 12,31.2003
Western Europe 24,737
North America 9,754
Rest of the World 16,009
Total 60,600
(1) bnctuding l fidated by the proportional method.
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Remuneration of directors and management

€ milflons 2004 2003
Board of Directors 0.9 0.8
Management structuras®? © 161 15.8

(1) Remuneration pald by alf group companles.

Remuneratlon of senfor managers

The gross total remunaration paid to the Chaiman and Chief Executive Officer for 2004 amounted to €6,596,383, including benefits and
directors’ fees, of which the fixed part amounted to €3,552,860. The Chalman end Chisf Executive Officer has a company car and chauffeur.

For any additional alements fnked to his compensation, the Chairman end Chief Executive Officer Is considered as equivalent to an employes,
and as such, Is covered by the same pension and employee benefits systems as senlior executives.

NOTE 21 - RESEARCH AND DEVELOPMENT EXPENDITURE
This expenditure amounted to'€507 million in 2004, compared with €480 milfion in 2003,

Thess figures incorporate all research costs for cosmetics and dermatology (100%).

NOTE 22 - CHARGES TO PROVISIONS

This item amounted to €38.1 million in 2004 compared with €28.7 million in 2003, It mainly concems cirent assets for an amount of
€20.1 millon (€14.6 million in 2003), and liabliities and charges for an amount of €18.0 miflion (€15,2 million in 2003).

NOTE 23 - FINANCIAL EXPENSE - NET (EXCLUDING EXCHANGE RATE GAINS AND LOSSES)

€ mittons 2004 2003
Net interast expense ~47.4 -52.3
Net gain on disposals of markatable securities 5.2 -2.0
Payment discounts ~53.6 —46.9
Other ~3.3 2.0
Net charges to financial provisions 0.3 5.3
Financial expense - net -98.7 -23.8

The exchange rate effect Is included in the adjusted operating profit.

NOTE 24 - INCOME TAX

a - Detailed breakdown of corporate income tax

&€ mifons 2004 2003
Current tax
- operating profit 663.3 595.6
- non-operational ftems ~16.6 -13.0
Doferred tax
- opexating profit 42.7 331
- non-operationa! homs 497.7 ~48.4
tncome tax 1,177.2 566.3
Of which:
- tax on restructuring costs ~20.5 -7.6
- tax on caphtal gains and 10sses on fixed assats 565.7 -6.0
- tax on treasury stock ~54.0 -48.8
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b - Analysls of tax charge

The difference between the theoretical tax charge, calcutated on the basis of the tax rate of the parent company, and the effective tax charge
for the group in 2004 may be analysed as follows:

€ millions

2003
Pre-tax income of consolidated compantes 4613.4 1,644.0
Parent company lax rate 35.43% 3543%
Theoretical tax on net income 1,699.1 582.5
impact of parmanent differences 130.6 143.2
Impact of tax rate differences -85.3 -106.2
Change in non-recorded deferred taxes 1.6 1.3
Impact on capital galns [inked 10 the Sanofi-Aventis diution'® -435.9 : -
Other® -31.9 -55.5
Group tax charge 1,1772 5663
(1) Capkal galn caloutated at 15.72% on the tax base corresponding to the social vakue of the shares hald.
(@ Incuding b crodits, tax reassessments end provisions for tax Babillies.
¢ - Deferred taxes in the balance sheet
The varlation in daeferred taxes (assets and liabifities) may be anatysed as follows:
€ miifons
Balance of deferred lax assats at December 31 2002 479.2
Balance of deferred tax Bablities at December 31* 2002 ~45.0
Proft effect 16.3
Transiation differences -0.1
Other effects 13.3
Balance of deferred tax assets at December 31* 2003 504.2
Balance of doferred tax liablities at Decernber 31* 2003 —40.5
Proft sffect -540.4
“Transtation differences 4.4
Cther sffects —45.4
Balance of deforred tax assets at December 31¢ 2004 542.2
Balance of deferred tax abilties at December 31« 2004 —659.9
Deferred tax assets and liabilities recorded In the balance sheet may be divided into the following categories:
€ mithons 12.31.2004 12.31.2003
Deferred tax Deforred tax Deferved tax Detorred tax
assets fiabiiites assets fablities
Temporary diffarencas 533.6 102.6 498.8 405
Doferred tax Kabiity on capital gains finked to the Sanofi-Aventis ditution 557.4
Tax crechts and tax loss cany-forwards 8.7 5.4 -
Peferred tax total 5422 659.9 5042 40.5

Deferred tax relative to temporary differences malnly concem provisions for penslons and early retirement (€233.0 millon and €255.6 milion
at the end of 2004 and 2003 respactively), provisions for liabllities and chargas {€106.6 milllon and €115.8 mifllon at the end of 2004 and
2003 respectivaly), and provisions for the depreciation of treasury stock (€147.9 million and €93.9 milion at the end of 2004 and 2003
respectively).

The increase in deferred tax liebilities Is prmarily due to the deferred tax liability on capital gains linked to the Sancfi-Aventis dilution (15.72%):
in this way, CRC regulation 98-02 governing consolidated financial statements stipulates that the tax rate to be retained when determining
the deferred tax liability to be booked on unrealised tax capital gains at each ¢lose of accounts, should bs the rate applicables under current
tax regulations as on the date on which such capital galns are expscted 1o be realised.

The amended French finance law (Loi de Finances) of 2004 reduced the tax rate {excluding edditional taxes) applicable for long-term capital
galns on investments to 15% for 2005, 8% for 2006 and 1.66% thereafter.
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Since it was not possible to determine the likely date for the disposal of all or part of its stake in Sanofi-Aventis, L'Oréal retained the highest
long-term capital gains tax rate in force at the end of 2004 for the coming financlal year, Le. 15%.

In light of this position, it recorded a deferred tax liability of €557.4 million on the income statemeant at Decernber 31% 2004.

The maintenance of L'Oréal's stake In Sanofi-Aventis through to January 1* 2007 would lead to a €264 million write-back in connection with
the deferred tax liabllity In 2005 and €232 million in 2006.

Deferred tax assets whose recovery Is not considered probable are not recorded in the financial statemants; such assets amounts to
€62.5 million at December 31* 2004, compared with €68.8 milllon at December 31% 2003.

NOTE 25 - SHARE IN NET OPERATIONAL PROFIT OF EQUITY AFFILIATES

This ftemn states the net operational profit of equity affiliates, as defined in the “Accounting principles” section.

NOTE 26 - CAPITAL GAINS AND LOSSES ON THE DISPOSAL OF FIXED ASSETS ~ NET OF TAX
This item amounted to €2,182.8 miliion in 2004, compared with €-8.9 milfion in 2003.

In 2004, they include €2,239.0 million in net capital gains inked to the dilution of L'Oréal's stake in Sanofi-Aventis {note 2).
This temn also includes the disposal or exceptional amortisation of fixed assets.

NOTE 27 - RESTRUCTURING COSTS - NET OF TAX

These costs are mainly provisions and costs relating to industrial and commercial recrganisation of existing companies and companies
acquired during the year.

They amounted to €-27.2 million in 2004, compared with €~14.6 million in 2003.

NOTE 28 - AMORTISATION OF GOODWILL

Amortisation of goodwill amounted to €-81.3 million in 2004, compared with €-49.5 millon i 2003, and Is set out in note 4, Goodwil.

NOTE 29 - NET OPERATIONAL PROFIT AFTER MINORITY INTERESTS PER SHARE (€)

Net operational profit after minority interests per share is based on the welghted average number of shares outstanding, after deducting the
average number of shares held by consolidated companles which are not included in shareholders’ equity. Treasury stock held for stock
option plans and entered under Markstabla securities are not deducted in this calcudation.

Diuted net operational proft after minority interests per share takes Into account any share subsceription options with a dilutive effect, accord-

ing to the "shars buyback method”.
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The table below Indicates net operational profit per share for the two years presented:

12.31.2004
Net operational profit Number of sharss Net operational profit
after minority interests after minority Interests
(€ millons) per share (€)
Net operational profit after minority interasts per share 1,655.7 673,647,541 246
At December 31% 2004, no other share equivalent having a ditutive effect exists.
12.31.2003
Net operational profit Number of shares Nat operational profit
after minortty interests after minorty ierests
(€ miions) per share (€)
Net operational proft after minortty interests per share 1,653.3 676,021,722 245
Subscription options - 198
Diluted net operational profit after minority interests per share 1,663.3 676,021,920 245

NOTE 30 - CASH USED FOR WORKING CAPITAL

In 2004 and in 2003, this item amountad to €-213 miliion and €-21.6 miliion respectively, and may be analysed as follows:

@ milions | 2004 2003
Fventories 6.0 305
Receivables ~198.4 -341.1
Debts 39.4 350.0

NOTE 31 - CHANGES IN OTHER FINANCIAL ASSETS

This fine includes flows relating to treasury stock during the accounting period, classified either as marketable securities or deducted from
shareholders’ equity.

NOTE 32 - IMPACT OF CHANGES IN THE SCOPE OF CONSOLIDATION

in 2004, this item malinly relates to the acquisitions of MinnuRsE and Yue-Sas in China, as well as the operations carmied out over the year to
buy out minority interests.

In 2003, this item mainly related to the acquisition of the springs of La Roche-Posay, as wall as the payment of minority Interests during the
year.
Note 33 - CASH AND CASH EQUIVALENTS AT END OF YEAR

This item amounted to €677.7 milion and €655.3 milion at December 31% 2004 and December 31 2003 respactively, and may be analysed
as foliows:

<€ milfons 12,31.2004 12.31.2003
Marketable securtties excluding treasury stock 265.6 233.0
Cash and short-term funds excluding accrued interest 398.6 §50.9
Overdratts, etc. -76.4 -128.6
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> CONSOLIDATED FINANCIAL STATEMENTS

Consolidated companies

A - COMPANIES CONSOLIDATED BY THE FULL CONSOLIDATION METHODY

Companizs Head Office N’ Siren % Interest % Contral®
Anglo Overseas Finance (india) Private Lid India 100.00
Araca & Cle France 784 787 517 100.00
Avenamite S.A. Spaln 100.00
Beautycos International Co Ltd China 100.00
Bsautylux Intemational Cosmetics (Shangal) Co Ltd China 100.00
Beautytech International Cosmatics (Yichang) Co Ltd China 100.00
Belcos Japan 100.00
Belocap Productos Capilargs Ltda Brazi 100.00
Blotherm Monaco 58 § 00206 99.80
Blotherm Distribution & Cle France 562 127 458 100.00
Certbel Fragrances Inc. Puerto Rico 100,00
Cerson Midrand Manufacturing (Pty) Ltd South Africa 100.00
Carson Products West Atrica Lid Ghana 100.00
Centre Logistique d'Essigny France 443 650 618 100.00
Centrex France 728 201 898 100.00
Chimex France 548 201 490 100.00
Cobeisa Cosmeticos SA. Spain 100.00
Colalnaf Morocco 100.00
Compagnie Thermale Hotefidre et Fnanciére France 552 000 383 99.98
Consortium Général de Publicité France 552 08¢ 690 100.00
Cosbel SA de CV Mexico 100.00
Cosmsior Japan 100.00
Cosmephil Holdings Corporation Philippines 100,00
Cosrmetica Activa Portugal Lida Portugal 100,00
Cosmetil Moroco 49.80 100.00
Cosmiétique Active Belgilux Belglum 100.00
Cosmétique Active Deutschland GmbH Genmany 100.00
Cosmétique Active Espafia Spain 100.00
Cosmétique Active France France 325202711 100.00
Cosmétique Active Hellas Greece 100.00
Cosmitique Active International France 3560 760 559 100.00
Cosmétique Active Irsland ireland 100.00
Cosmétique Active talla haly 100.00
Cosmétique Active Nederland Netherlands 100.00
Casmétique Active Osterreich GrmbH Austria 100.00
Cosmétique Active Suisse Switzertand 99.40
Dr Pfalz Germmany 100.00
Baebefe (Pty} Ltd South Africa 100.00
Episkin France 412127 565 100.00
Erwhon SA. Uruguay 100.00
Exclusive Signatures Intemational (UK) Ltd United Kingdom 100.00
Exclusive Signatures Intemational France 433 976 256 100.00
Fapagau & Cle France 318 247 285 100.00
Faprogl France 383 461 454 100.00
Prrval France 341643 781 100.00
Frabel SAde CV Mexico 100.00
French Cosmetics UK Limited Unlited Kingdom 100.00
Gamler New Zoaland Ltd New Zegland 100.00
Gemey Maybelline Garnler France 330 419 962 100.00
Gemey Perls ~ Maybeline New York France 330 381 584 100.00
Geral Inc. United States 100.00
Goldys International France 337 844 914 100.00
Helena Rubinstein France 542 033 485 100.00
Helena Rubinstein halia Spa itaty 100.00

(1} Inaccordance with the provisions of Article D. 248-12 of French Trading law, some Infarmation provided ebove is incomplete.

(2} Equivalent to the interest percentage except ff specified.
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> CONSOLIDATED FINANGIAL STATEMENTS

Companies Head Office N° Siren % Interest % Control®
Holdial France 324 084 698 100.00
Kosmepol Sp 2.0.0. Poland 100.00
L&JRe France 413 1768 740 100.00
Laboratolre Garnler & Cie France 572 186 047 100.00
Lal Mat Cosmetics International Trading Co Ltd China 100.00
Lancarome A/S Denmark 100.00
Lancéms Institut et Cie France 332 111 848 100.00
Lancdme Parfums & Beauté & Cle France 302 387 196 100.00
Lancos Japan 100.00
La Roche-Posay Demmato-Cosmétique France 410336 127 99.88
La Roche-Posay Laboratolrs Pharmaceutique France 306 688 714 £9.98
LaScad France 319472775 100.00
Lehoux et Jacque France 572 072 544 100.00
LIOV. Franoce 975 620 676 100.00
L'Oréal Argentina S.ALC. Argentina 100.00
L'Oréal Australia Australia 100.00
L'Oréal Balkan Serbla 100.00
L'Oréal Baltic Latvia 100.00
L'Oréal Belgilux Balgium 99,99
L'Ordal Canada Inc, Canada 100.00
L'Oréal Ceska Repubiica S.R.0. Czech Repubtic 100.00
L'Ordal Chile S.A. Chiie 100.00
L'Orédal (China) Co Ltd China 100.00
L'Oréal Colombia S.A. Colombria 100.00
L'Oréal Danmark A/S Denmark 100.00
L'Ordal Deutschland GmbH Germany 100.00
L'Oréal Division Productos de Lujo S.A Spain 100.00
L'Oréal Division Productos Gran Publico SA. Spain 100.00
L Oréal Divislon Productos Profesionales S.A. Spaln 100.00
LOréal Espafia S A Spaln 10Q.00
L Oréal Fintand Oy - Fintand 100.00
LOrbal Guaternala Guatemala 100.00
L Oréal Hellas S.A Gireecs 100.00
L'Oréal Hong Kong Limited Hong Kong 100.00
LOréal H.U.P. GmbH & Co Kg Gormary 100.00
L'Oréal H.U.P. Bateligungs GmbH Germany 100.00
L Oréal Indla Lid india 100.00
L Oréal Indonesia indonesia 100.00
LOngal Investments BY Nethertands 100,00
L'Oréal lsrael Ltd Israol 92.97
L'Oréal ftafia Spa ttaly 100.00
L'Oréal Japan Ltd Japan 100.00
L'Oréal Korea South Korea 100.00
L'Oréal Lban Lebanon 75.17
L'Orsal Libramont Beighum 99.99
L'Onéal Luxe Producten Nederland BV Notherlands 100.00
L'Oréal Luxury Products Norge Norway 100.00
L'Oréal Luxury Products Sverige AB Sweden 100.00
L'Orsal lLuxusprodukte GmbH Gemmany 100.00
L'Oréal Magyarorszag Kozmetikal Ki Hungary 100.00
L'Oréal Malaysia Malaysia 97.60
L'Oréal Maroc Morocco 50,00 100.00
L'Oréal Mexico 8A de CV Mexico 100.00
L'Oréal Mexico Serviclos SA de CV Mexico 100.00
L'Oréal Middle East Fze United Arab Emirates 100.00
L'Oréal Nederland BY Netherlands 100.00
L'Oréal New Zealand New Zealand 100.00
{2) Equivalent to the Interest percentage except If specified.
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> CONSOULIDATED FINANCIAL STATEMENTS

Companies Head Office N’ Siren % Interest % Control®
L' Qrdal Norge A/S Norway 100.00
L'Oréal Osterreich GmbH Austria 100.00
L'Oréal Peru S.A. Peru 100.00
L'Oréal Philippines Philippinss 100.00
{'Oréal Polska Sp 2.0.0, Poland 100.00
L'Oréal Portugal Portugal 100.00
L'Onéal Prodotti di Lusso Itafia Spa ftaly 100.00
L'Oréal Produtts ds Lwixe Beigilux Belglum 100.00
1'Oréal Produits de Luxe France France 314 428 186 100.00
L'Oréal Produits de Luxe Hellas AE Greece 100.00
{*Oréal Prodults de Luxe Intemational France 309 064 847 100.00
L'Oréal Produtts de Luxe Ostemrsich Austria 100,00
L'Oréal Produits de Luxe Portugal Lda Portugal 100,00
L'Oréal Produtts de Luxe Sulsse S.A Switzerland 100.00
L'Oréal Produktion Deutschiand Batelligung GmbH Germany 100,00
L'Oréal Produktion Deutschiand GmbH & Co Kg Germany 100,00
L'Oréal Romanla Romanla 100,00
1'Oréal Salpo industrate Spa ftaly 100.00
L'‘Oréal Salpo Spa Haly 100.00
L'Oréal Services Centtre de Coordination S.A. Belglum 99.99
L'Oréad Singapore Pte Ltd Singapore 100.00
1Onéal Slovenija Kozmetika D.0.0. Slovenia 100.00
L'Oréal Slovensko S.R.0. Slovakia 100,00
L'Oréal South Africa Holdings Utd South Africa 100.00
L'Oréal Suisse S.A. Switzeriand 100.00
L'Oréal Sverige AB Sweden 100,00
L:Oréal Talwan Co. Utd . Talwan 100.00
1:Oréal Thafland Ltd Thalland 100.00
L' Oréal Turkive Turkey 100.00
(-Oréal UK Ltd United Kingdom 100.00
L'Oréal Ukraine Ukraine 100.00
L'Oréal Uruguay SA Uruguay 100.00
L'Oréal USA Inc. United States 100,00
LU'Oréal Venazuela CA Venazuela 100.00
L'Oréel Zagreb Croatla 100,00
Marigny Manufacturing Austrafia Pty Ltd Australla 100.00
Maybeling KK Japen 100.00
Maybeline Suzhou Cosmetics Ltd China 100.00
Nihon L'Oréal KK Japan 100.00
Onmes Bel Air France 329 744 809 100.00
Perbel of Florida Inc. United States 100.00
Par-Bieus France 384 016812 100.00
Parfums Cachare! et Cio France 321 422 172 100.00
Perfurns Guy Laroche France 304 504 574 100.00
Parfums Paloma Picasso & Cle France 333 006 252 100.00
Pearfums Raiph Lauren France 334 121 415 100.00
Parmobet Uimited Cyprus 100.00
Prestige & Collections International France 334 171 113 100.00
Procosa - Productos ds Beleza S.A. Brazil 100.00
Productora Albesa S.A. Spain 100.00
Productos Cepliares L'Oréal S.A. Spain 100.00
Redken France France 441459 443 100.00
Regsfl France 592 065 239 100.00
Scental Hong Kong 100.00
Shu Uemura Cosmetic Corporate Talwan 100.00
Shu Uemura Cosmatics Inc, Japan 93.57
Shu Uemura internationad (Hong Kong) Hong Kong 93.67

(2) Equivalent to the interest percentage except if spacified.
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> CONSOLIDATED FINANCIAL STATEMENTS

Companles Head Office N* Slren % Interest % Control®
Slampar Limited Thaliand 100.00
Sleds et Cle France 687 020 214 100.00
Sincos Ple Ltd Singapore 100.00
Socex De Expansao Mercartll Em Cosmeticos Brazl 99.00
Société Giile Immobilidre Socinay France 428 623 282 100.00
Société de Développement Artistique france 417 893 112 100.00
Société Hydrominérale de La Roche-Posay France 542 065 040 99.98
Sofamo Monaco 68 S 00670 99.97
Sofy France 306 949 034 100.00
Sopmoos France 586 580 092 100.00
Soproréal France 383 069 663 100.00
Spartys France 652 054 065 100.00
Swan Beautlas Py Ltd Inda 100.00
Thal Shu Uermura Thakand 96.84
Venprobel Venazuela 100.00
Viktor & Rolf Parfums France 451403 612 100.00
‘Yasulor indonesia Indonesia 100.00
Yue-Sal Kan Cosmetics Shenzen Ltd China 100.00
Zao L'Oréal Russian Federation 100.00

{2) Equivalent to the interest percentage except if spactlied.

B -COMPANIES CONSOLIDATED BY THE PROPORTIONAL METHOD

Companies Head Office N* Siren % Interest % Control®
Beauté Créateurs France 475 682 068 50.00¢
Ciub Créateurs Beauts Korea Lid South Korea §0.000
Cosimar Japan KK Japan 50.00m
Galderma Argentina S.A. Argentina 50.007
Galdenma Austraia Pty Ud Austrafia 50.002
Galderma Belgiux N.V. Belghun 50.002
. Galderma Brasl Limitaca Brazl 50.00%
Galderma Canada Inc. Canada 50.007
Galderma Cotombia S.A. Colombia 50.002
Galderma Hellas Greeco 50.002
Galderma Hong Kong Hong Kong 50.002
Galderma Inda Private Lid inda 50.002
Galderma intemational France 325 186 617 50.007
Gaiderma fafla Spa laly 50.002
QGalderma Korea Ltd South Korea 50.00°
Galderma KK Japan 50.00°
Galdema Laboratores Inc. United States 50.00°
Galdenma Leboratordum GmbH Germeny 60.00R
Galderma Laboratories South Africa Pty Ltd South Africa 50.00%
Gaiderma Mexico SA ds CV Mexico 50.00°
Qaldermna Nordic AB . Sweden 60.007
Galderma Omega France 440 139 533 60.007%
Gaiderma Peru Laboratorios Peru 50.00¢
Galderma Pharma S.A. Switzerland 50.00%
Galderma Phillppines Inc. Phifippines 60.007
Galderma Polska Poland 60.007
Galdenma Production Canada Inc. Canada 50.00°
Galderma Raesearch & Development France 317 099 678 60.00°
Galderma Research And Development Inc. United States 50.002
Galderma S.A Switzedand 50.00°
{1) Companies Joitly owned with Trols Sulsses.
{2) Companies Jointly owned with Nestis.

{3) Equivalent to the Interest percentage except If spectfied.
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> CONSOLIDATED FINANCIAL STATEMENTS

Companles Head Office N° Siren % Interest: % Controt®
Galderma Singapore Singapore 50.007
Galderma UK Ltd United Kingdom 50.002
Galderma Uruguay Uruguay 60.00°
Innéov Belgium Belglum 50.00°
Inngov Deutschland GmbH Garmany. 60.007
Innéov Espafia S.A. Spain 60.00°
fnngov France France 50.007
Innéov Helas AE Greace 50.00R
inndov Ralla Spa ftaty 50.00°
tnnéoy Ostameich GmbH Austria 50.002
Innéov Poiska Sp Poland 50.00R
innéov Suisse Switzertand 50.00°
Laboratoiras Galderma - France 440139 772 50.002
Laboratoires Inndov France 443 061 784 50.00°
Laborataires inndov Unipessoal Portugal Lida Portugal 50,000
Laboratorios Galdenma SA Spain 50.002
Laboratordos Gaiderma Chile Umitada Chie 50.00°
Laboratorios Galderma Venazuela S.A. Venezuela 50.007
Lo Ciub des Créateurs de Beautd Balghum 50.00"
Le Ciub des Créateurs de Beauts Taiwan Talwan 50.00"
5 Ciub des Créateurs Beauté USA United States 50.007
Le Chb des Créateurs Cosmetic Varsand Verwaltungs GmbH Germarny 50,00
Ls Club des Créateurs Cosmetic Versang GmbH and Co Kg Gerrnany 50.00™
0.0.0. innéov Russia 50.007
(!} Compantes Jointly owned with Trots Suisses.
Compankes oirdly owned with Nestié.

<]
(3 Equivalent o the Interest percentage except Hf specified.

C - COMPANIES CONSOLIDATED BY THE EQUITY METHOD

Companles Head Office N* Siren % Interest % Control®
Cub des Créateurs de Beautd KK Japan 20.00

(1) Equivatert to the interest percentage except if specified.
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> CONSOLIDATED FINANCIAL STATEMENTS

Statutory Auditors’ report

on the consolidated financial statements

(Year ended December 31 2004)

Free transiation of the original French language report for convenience purposss only.

This report includes information specifically required by French law and this Is presented below the opinion on the financial statements. This
infarmation includes explanatory paragraphs discussing the Auditors' assessments of certaln significant accounting matters. These assess-
ments were made for the purpose of issulng an opinion on the consolidated finandlal statements taken as a whole and not to provids sepa-
rate assurance on individual account captions or on information taken outside of the consolidated financial statements. The repart afso includes
information relating to the specific verification of information In the report of the Board of Directors.

This repont, together with the Statutory Auditors’ report on financial and accounting information in the Chaimman's report on Internal Control,
shoukd be read b confunction with Franch law and professional auditing standards appécable in France.

In accordance with our appointment as Auditors by your Annual General Meeting, we have audited the accompanying consofidated financial
statements of L'Oréal for the year ended December 31 2004.

The consolidated financial statements have been approved by the Board of Directors. Our responsibility is to express an opinion on these
financlal statements, basad on our audit.

Opinion on the consolidated financial statements

Wa conducted our audit in accordance with professional standards applicable in France. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated financlal statements are fres of material misstatement. An audit
Includes examining, on a test basls, evidence supporting the amounts and disclosures in the financlal statements. An audit also includes
assessing the accounting principles used and significant estimates made by managerment, as well as evaluating the overall financial state-
ments presentation. We believe that our audit provides a reasonabie basis for our opinion.

In our opinion, the consolidated financial statements glve a true and fair view of the financial position and the asssts and Habillities of the
group as at December 31% 2004 and the results of operations for the year then ended, In accordance with rules and accounting principles
generally accepted in France.

Justification of our assessments

in accordance with article L.226-235 of the French Commescial Code {Code de commerce) relating to the justification of our assessments,
wa draw your attention to the matters set out below:

« goodwill and intangible assets have been valued In accordance with the group's accounting policles described in Notes 1-d and 1-e to -
the consolidated financial statements,

« obligations relating to pensions, early retirement benefits and other related benefits granted to employees have been valued and recorded
in accordance with the group's accounting policies described in Notes 1-n and 15-¢ of the consolidated financial statements,

«tha accounting treatment of the net capital gain realized on the Sanofi-Avents dilution mentioned in Notes 24-c and 26 of the consolidated
financial statements does not call for any particular comment with respect to the methodology applied and the assumptions made.

These assessments are part of our audit approach to the consolidated financial statements taken as a whole and therefore contribute to
the expression of the overalt opinion given In the first part of this report.

Speclfic verifications

in accordance with professional standards applicable in France, we have also verified the information given in the group's Management Report.
We have no comment to make as to the fair presentation of this information or its conslstency with the consolidated finandial statements.

Paris-la-Défense and Neullly, February 17* 2005
The Statutory Auditors

PricewaterhouseCoopers Audit Deloitte & Assoclés

Plerre Cofl Etienne Jacquemin

34 . L'OREAL 2004 ANNUAL REPORT

ﬁnundocom, B A SISl OV QV2 Q...

EXECUTION
I\nm;ﬂﬂaj)(@( /q x;.:rem m?m




> PARENT COMPANY FINANCIAL STATEMENTS

Parent company financial

statements

COMPARED BALANCE SHEETS

€ millions
12.31.2004 12.31.2003 12.31.2002

Assets (net values)
intangible assets (note 1} 389.9 350.2 351.0
Tangible assets {note 2) 226.0 204.3 192.0
Financial assets (note 4 6,779.1 5,8897.5 5,668.6
Fixed assets 7,395.0 $,452.0 8,211.6
Inventorigs 428 423 46.6
Prepayments to suppliers 7.0 8.1 52
Trade accounts receivable {aote 8) 2721 2925 262.1
Other current assets (nofe 8 142.3 1158 258.1
Marketable securitles (note 6) 1,339.0 1,528.3 1,518.4
Cash and cash equivalents 322.2 182.2 84.9
Current assets 21254 2,179.0 21753
Prepaid expenses (note 7) 19.2 161 21.7
Unrealised exchange losses {rote 12) 38 122 7.6
TOTAL ASSETS 9,543.4 8,659.3 8,416.2
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> PARENT COMPANY FINANCIAL STATEMENTS

€ millions

12.31.2004 12.31.2003 12.31.2002
Liabilities
Capital stock 135.2 135.2 135.2
Additional paid-in capital 9535 9534 9534
Reserves and retained eamings 4,807.1 43864 3.832.1
Net income 1,230.1 939.5 1,0143
Regulatory provisions 482 49.0 478
Shareholders’ equity 71741 6,463.5 5,982.8
Provisions for liabilities
and charges (note 9) 185.0 2791 2914
Borrowings and debts (note 10) 1,662.7 1,320.1 1,603.4
Trade accounts payable (ote 11) 2818 273.8 2538
Other current liabilities (note 11) 235.0 3130 281.9
Other liabilities 2,179.5 1,906.9 2,138.1
Unrealised exchange gains (note 12) 48 9.8 29
TOTAL UABILITIES 9,543.4 8,659.3 84162

L'OREAL 2004 ANNUAL REPORT . 83

'mundocom IS

BVI QV2 QV..

Q PDFHD Q FILMS Q NATIF Q TIFF-IT

EXECUTION COMMERCIAL
{M Mot (o€ 2 :

CREATION
DATE :

AGENCE ET/OU CLENT
DATE :

J




052_073_RA04_T3_GB_45539 11/04/05 11:14 Page 54

Quvert 440_305 Fermé 220_305 RA L'OREAL 2004 T3_GB V1

> PARENT COMPANY FINANCIAL STATEMENTS

COMPARATIVE TABLES OF PROFIT AND LOSS ACCOUNTS

€ millions

12,31.2004 12.31.2003 12.31.2002
Revenue 1,902.1 1,818.9 1,734.3
Net sales (rote 15) 1,774.2 1,706.1 1,609.3
Reversals of provisions and transfers of charges 487 36.1 289
Other revenue (note 16) 792 76.7 96.1
Expenses -1,764.1 -1,781.6 -1,668.6
Purchases and variation in inventories -243.8 —243.1 ~245.7
Other purchases and external charges -877.2 -905.9 -821.3
Taxes and similar payments —40.3 -35.0 -405
Personnel costs (note 17) ~455.7 —460.1 -432.4
Depreciation and charges to provisions (note 16} -74.3 ~72.5 -74.7
Other charges -62.8 -65.0 -54.0
Operating profit 138.0 373 65.7
Share in results from joint operations 24
Net interest income 11677 1,139.7 1.216.3
Net charges to/{reversals of) provisions and transfers of charges -152.7 -150.5 -163.0
Exchange gains and losses 198 36.1 74
Net financial income (note 19) 1,034.8 1,0253 1,060.7
Pre-tax profit 11728 1,062.6 1,128.8
Exceptional income/(loss) fnote 20) 545 16.3 -49.1
Employee profit-sharing -18.0 -15.2 -8.1
Income tax note 21) 20.8 -124.2 -57.3
Net income 1,230 9395 1,0143
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> PARENT COMPANY FINANCIAL STATEMENTS

CHANGES IN SHAREHOLDERS' EQUITY
The shars capital of €135,212,432 comprises 876,062,160 shares with a par value of €0.2,

The changes in shareholders’ equity are as follows:

€ miflions

Share capital Additional 1976 Reservesand  Net income Regulatory Total

paid-in fair value retained  for the year provigions
capital  adjustment eamnings

Balance at December 31* 2002
before allocation of net income 135.2 9534 460  3,786.1 1,0143 478 59828
Allocation of 2002 net income 805.0 -805.0 6.0
Dividends paid for 2002 -206.2 -209.3 —415.5
Withhotding tax -44.5 ~44.5
2003 net income 9395 939.5
Other movements during pericd 1.2 1.2
Balance at December 31+ 2003
before aflocation of net income 135.2 953.4 460 43404 939.5 480 6,463.5
Allocation of 2003 net income 647.5 -647.5 090
Dividends paid for 2003 -182.5 -282.0 —474.5
Withholding tax -39.2 -39.2
2004 net income 1,230.1 1,230.1
Absorption of Gesparal at January 1# 2004 0.1 0.1
Exit Tax -5.0 =50
Other movements during period -0.8 -08
Balance at December 31% 2004
before allocation of net income 135.2 953.5 46.0 47612 1,230 482 7,742

The resarves include an amount of €18 million in 2004 correspending to dividends not paid, as a consequence of L'Dréal's retaining some of fis own shares, compared with €17.2 million tn 2003.

The regulatory provisions consist mainly of the provision for investment that amounted to €30 million at December 31 2004, compared
with €34.1 miltion at December 31% 2003. In 2004, a charge of €2.8 million was mads to the provision for investment as employse profit-
sharing for 2003 {compared with €5.4 million in 2003). This provision includes the transfer to the company of some of the provisions set
aside by our subsidiaries undsr a group agreement. There was a corresponding reversal in 2004 of a provision of €6.8 miliion set aside in
1999 (compared with €6.0 million in 2003).

Accelerated capital allowances at December 31% 2004 amounted to €181 million, compared with €14.7 miliion at December 31% 2003.
In accordance with the recommendation of the CNC Emergency Committee dated February 27 2005, the amount corresponding to the tax

debt arising from the compulsory exit tax instituted by the Amended French Finance Act for 2004 has been recorded as a carry-forward charge
to be allocated in 2005,
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STATEMENTS OF CASH FLOWS

€ millions

12.31.2004 12.31.2003 12.31.2002
Operating activities
Net income 1,2301 939.5 1,014.3
Depreciation 53.8 533 51.6
Charges to provisions (net of reversals) 60.2 135.4 199.1
Gains and losses on disposals of fixed assets 16.1 31 9.0
Cash flow 1,358.2 1,131.3 1,274.0
Cash used for working capital (nofe 23) ~83.7 156.2 87
Net cash provided by operating activities 1,275.5 1,287.5 1,282.7
Investing activities
Investments in fixed assets -1.167.6 -3334 -943
Changes in other financial assets fnole 24) 196.8 -117.6 —-475.6
Disposals of fixed assets 0.8 2.7 26.5
Net cash used by investing activities -870.0 -448.3 -543.4
Financing activities
Capital increase 0.1 0.0 0.0
Dividends paid ~-513.8 -460.0 -391.7
Changes in financial debt 3437 ~264.9 -402.4
Net cash used by financing activities -170.0 -724.9 ~794.1
Change in cash and cash equivalents 1355 114.3 -54.8
Cash and cash equivalents at beginning of year 182.0 67.7 122.5
Cash and cash equivalents at end of year (ote 25) 3175 182.0 67.7
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NOTES

The following notes form an integrat part of the annual financial state-
ments.

Significant event during year

The Extraordinary General Meeting of L'Oréal on April 28" 2004
approved the merger and absorption of Gesparal by L'Oréal, effsc-
tive retroactively from January 1* 2004. This operation has had no
significant sffect on the structure and profit of L'Oréal as Gesparal
meinly held L'Oréal shares and had no debt at the time of the merger.

Accounting principles

The financial staterments are presented in millions of euros; the fig-
ures in the tables of subsidiaries and holdings are expressed in thou-
sands of euros.

The annual financial staternents have been prepared in accordance
with the accounting principles specified by the applicable regula-
tions in France. Since January 1% 2002, 'Oréal has applied CRC
regulation no.00.06 on liabilities. The application of this regulation
has had no effect on shareholders’ equity at the start of the year.

In accordance with CNG recommendation no.2004-05 of March
25" 2004, L'Oréal has recorded for the first time in 2004 its obliga-
tion for long-service medal awards. The impact at the start of the
year of this change in accounting methods is €5 miflion, which has
been recorded as charges to exceptional provisions in order to make
this charge tax-deductible.

The items recorded in the financial statements are valued at histor-
ical cost except for fixed assets revalued in accordance with fega!
requirements.

Intangible assets
Intangible assets are recorded on the balance sheet at purchase
cost.

The value of the newly-acquired brands is calculated based on var-
ious factors including their reputation and their potential contribu-
tion to profits.

Trademarks and business goodwill are not amortised; their value is
assessed annually by reference to criteria such as the evolution of
net sales and profitability.

Patents are amortised over 5 years. initial trademark registration
costs are amortised over a period of 10 years.

Software whose value is material is amortised by the straight-iine
method over 5 ysars and gives rise to an accelerated capital
allowance using the declining batance method over 12 months.

Other intangible assets are usually amortised over periods not
exceeding 20 years.

> PARENT COMPANY FINANCIAL STATEMENTS

Tangible assets
Tangible assets are recorded on the balance sheet at purchase cost.
The dspreciation periods ars as follows:

Period
Buildings 20/50 years
Instaiations, fittings 10 years
{ndustrial machinery and materials 10 years
Gther tangible assets 3/10years

Depreciation, whather calculated using the straight-line or declining
balance msthod, is equivalent to economic depreciation. Industrial
machinery and materials however constitute an exception, and are
depreciated by the straight-line method over 10 years, with the rest
being considersd as an accelerated capital allowance.

Financial assets

Investments and advances

These items are recorded on the balance sheet at purchass cost
excluding incidental expenses. Their value is assessed annually with
reference to their value in use, which is based in particular on the
actual and forecasted profitability of the subsidiary concerned, and
the proportion of shareholders' equity that is hetd. If the value in use
falls below the acquisition cost, a provision is made.

Other financial assets

Long-term loans and other debtors are valued at their nominal value.
Long-term loans and other debtors denominated in foreign curren-
cies are converted at the exchange rate ruling at the end of the finan-
cial year. If necessary, provisions are mads for these items to reduce
them to their value in use at the end of the financial year.

Treasury stock acquired as part of the general buyback programme
are recorded under Other fong-term investments.

At the end of the financial year, the other long-term investments are
compared with their probable trading value, and depreciated if neces-
sary.

Inventories
Inventories are valued using the average method.

A provision is made for obsolete and slow-moving inventories on
the basis of actual and forecasted sales.

Trade accounts receivable

Trade accounts receivable are recorded at their nominal value, Where
appropriate, a provision is made based on an assessment of the
risk of non-recovery.

Marketable securities
Securities are stated at cost, and valued at the end of the financial
year at their probable trading value.

Treasury stock held that ars specifically allocated to employes stock
option plans, are recorded as Marketable securities.
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In the case of stock option plans prior to 2000, a provision for depre-
ciation has been mads to cover the difference between the acqui-
sition price of the shares and the price at which the options are exer-
cised by the beneficiaries. Since January 1* 2000, no discount has
been granted on the option allocation price. Provided that the shares
are purchased at a lower prica than the allocation price, no provi-
sion for depreciation is required. However, a provision is made in
the svent of any decline in the market price; the provision consists
of the difference between the net book value of the shares and the
average share price over the month preceding the closing date.

Provisions for liabilities and charges

Provisions of this type are set up to cover potential outflows for the
benefit of third parties, without a return for the company. They relate
mainly to industrial and commercial risks (legal action, product returns)
and fiscal and personnel risks.

They are estimated on the basis of the most likely assumptions or
by using statistical methods, depending on the type of provisions.

Accounting for foreign currency transactions and
exchange rate risk hedging

In accordance with group financial management policies, the com-
pany conducts no money market transactions for speculative rea-
sons,

All debtor and creditor balances denominated in foreign currencies
are converted using exchange rates ruling at the end of the financial
year,

Exchange rate hedging instruments are negotiated to cover com-
mercial transactions recorded on the balance sheet or future trans-
actions considered to be highly propable. The losses and gains gene-
rated by these instruments are recorded symmetrically with the items
that they covers.

Exchange variations in operating transactions and variations in the
market value of hedging instruments are recorded in the balance
sheet under Transiation differences. Provision is made if the sum of
the translation differences shows a potential exchange loss based
on the overall exchange position for all currencies.

Operating transactions planned for the next financial year are already
covered by hedges, whose impact will be recorded during the same
accounting period as the transactions covered.

Accounting for interest rate instruments

With regard to interest rate risk, the profits generated by interest rate
swaps covering financial liabilities are recorded symmetrically with
the profits on the debts covered, prorata temporis.

88 . L'OREAL 2004 ANNUAL REPORT

Employee retirement obligation and related benefits
L'Oréal adheres to pensions, early retirement and other benefit
schemes for employees and retired employees depending on legis-
lation and regulations. Corparate officers are regarded as employ-
ees for all additional benefits relating to their remuneration, and are
therefore covered by the same employes benefits.

Partial external financial hedging has been set up in order to grad-
ually build up a fund through the premiums paid. The premiums are
included in the charges for the financial year under Other purchases
and external charges.

The related obligations are calcutated using an actuarial valuation
method based on the final salary.

These unfunded commitments are recorded as an off-balance sheet
contingent liability, and thus remain outside the balance sheet.

For the first time in 2004, the obligation for long-senvice medals is
not recorded as an off-balance sheet commitment; instead a pro-
vision has been made whose amount is based on an actuarial
assessment.

Net sales
This amount consists of sales of goods and services. It is stated nst
of rebates and discounts.

Advertising and public relations expenses

Expenses relating to the advertisement and promotion of products
to customers and consumers are recorded as charges in the year
during which the advertisement or promotion takes place.

Research and development expenditure
Research and development expenditure is recorded as Cther pur-
chases and external charges as it is incurred.

Income tax

The company has opted to carry out a tax grouping. From 2004
onwards, the French subsidiaries included in the scops of the tax
grouping record a tax charge in their financial statements based on
their own taxable income.

L'Oréal, as the parent company, records as tax integration revenue
the difference between the sum of the tax of the subsidiaries and
the tax due on the tatal profit.
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Note 1 - Intangible assets

> PARENT COMPANY FINANCIAL STATEMENTS

Notes to the balance sheet and off-balance sheet items

€ mitlions 12.31.2003 Increase Decrease 12.31.2004
Acquisition Sale

Patents and tradermnarks 308.3 44.3 74 346.2
Business goodwill 24 - - 2.4
Other intangible assets 113.9 18.6 2.0 130.4
Customer prepayments n/s n's - 0.1
Gross value 424.6 62.9 94 478.1
Patents and trademnarks 29.9 2.2 321
Business gooawill 03 - - 0.3
Other intangible assets 44.2 12.3 0.7 55.8
Amortisation 74.4 14.5 0.7 88.2
Net book value 3502 48.4 8.7 389.9
Note 2 - Tangible assets

€ millions 12.31.2003 Increase Decrease 12.31.2004

Acquisition Sale

tand 224 25.9 - 48.3
Buildings 317.5 12.1 14 328.2
[ndustrial machinery and materials 1235 13.7 1.7 135.5
Other tangible assets 86.5 9.7 7.2 89.0
Work-in-progress 13.3 4.2 4.9 12.6
Supplier prepayments 2.1 0.1 11 1.1
Gross value 565.3 65.7 16.3 614.7
Buildings 200.1 185 1.1 2178
Industra machinery and materials 96.9 9.9 15 105.3
Other tangible assets 64.0 8.8 7.0 65.9
Amortisation 361.0 37.3 9.6 388.7
Net book value 204.3 28.4 6.7 226.0

The annual §traight—line depreciation amounted to €22.3 miltion.
The annual declining balance depreciation amounted to €14.7 million.

An exceptional depreciation amount of €0.3 million has been recorded.

Note 3 - Leased fixed assets

€ millions Leased fixed assets at 12.31.2004 Balance shest including
lpased fixed assets
Balance sheet lems Historical Depreciation® Net Gross D iation Net
cost™” For the year  Aggregate value vaiue value
Buildings and land 95.7 4.2 49.5 46.2 472.2 267.0 205.2
industrial machinery and materials n/s n/s s 135.5 105.3 30.2
Total 95.7 42 49.5 46.2 607.7 372.3 235.4

(1} Value of tems at the time the contracts were signed.

(3} Depreciation method used: 5% to 2% straight-fine.

(2) Charge to depreclation and aggregate charges to depreclation which woutd have been recorded had these goods been purchased.
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€ milfons Financial lsase commitments at 12.31.2004
Balance sheet items Instaiments paid Instalments not yet paid Residual
Fortheyear  Aggregate Less than 1 year to Over Totat purchase
1 year 5 years 5years  to be paid pricet
Buildings and land 11.9 120.7 11.8 223 22.8 56.9 1.4
Industrial machinery and materials n/s vs n's n/s n/s
Total 11.9 120.7 11.8 22.3 28 56.9 1.4

(1) tn accordance with contract.

Note 4 - Financial assets

€ miliions 12.31.2003 Increass Decrease 12.31.2004
Acquisition Sals
Subscription
Investments in non-consolidated companies 5,750.3 370.6 19 6,119.0
Long-term loans and other debtors 367.3 1,115.9 1.292.7 190.5
Treasury stock - 691.8 - 691.8
Other 13.8 0.9 5.6 9.1
Gross value 6,131.4 2,179.2 1,300.2 7,010.4
Investments in non-consolidated companies 2235 3.9 135 2139
Long-term loans and other debtors - - - -
Treasury stock - 12.4 - 124
Other | 10.4 - 54 5.0
Depreciation 233.9 16.3 189 231.3
Net book value 5,897.5 2,162.9 1,281.3 6,779.1

In 2004, L'Oréal bought 12,340,000 of its own shares under the general share buytack programme. The total market value amounted to
€679.4 million at the average price for the month of Decamber, corresponding to the net value of the shares purchased, and €683.2 mil-
lion at the closing price on December 314

The table of subsidiaries and holdings Is presented at the end of the notes to the financial statements.

Note 5 - Transactions with related companies

€ miions 12.31.2004 12.31,2003
Financial assets 6,070.6 5,856.6
Trade accounts receivable 1425 138.2
Other receivables 19.8 4.0
Borrowings 172.7 104.5
Trade accounts payable 52.7 58.0
Other payables n/s 86.2
Financial charges 13.0 9.0
Financial income 1,218.3 1,194.9

Note 6 - Marketable securities
This item comprises:

€ milfons 12.31.2004 12.31.2003
L'Oréal shares 1,759.1 1792.6
Financial instruments 3.2 15
Stock option premiums 11.8 11.3
Gross value 1,774.1 1,805.4
LOréal shares 435.1 277.1
Financial instruments - -
Stock option premiums - -
Provisions for depreciation 435.1 277.1
Net book value 1,339.0 1,528.3

The 25,447,800 L'Oréal shares held for the employes stock option plans have a net value of €1,324 million (after a depreciation of €158 mil-
lion) compared with €1,515.5 million at December 31 2003.
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During 2004, the only stock options exercised related to 1,038,600 shares.

For 2004, the total market value of treasury stock amounted to €1,401.2 million based on the average price in December and to €1,421.3 mif-
lion at the closing price at December 31+

For 2003, the total market value of treasury stock amounted to €1,670.8 million based on the average price in December and to €1,721.6 mil-
lion at the closing price at December 31%,

Note 7 - Prepaid expenses

€ millions 12.31.2004 12.31.2003

Prepaid expenses 18.5 13.4

Deferred charges 0.7 2.7

Total 19.2 16.1

The deferred charges consist mainty of:

* compensation paid under the license contract, which is spread over the contract period (€0.3 million),

* perpstual oan issue costs (€0.4 million).

Note 8 - Statement of receivables

€ milions Due within Due beyond Gross Depreciation Net

1 year 1 year

Fixed assets

Long-termn ioans and cther debtors 911 99.4 190.4 - 190.4

Other financial assets - - 8.7 47 4.0

Current assets

Trade accounts receivable 278.3 - 278.3 6.2 2721
Tax and welfare benefit accounts receivable 51.0 - 51.0 - -
Group and associates 19.7 - 19.7 - -
QOther accounts receivable 721 - 72.1 - -

Other current assets 142.8 - 142.8 05 142.3

Prepald expenses 18.5 - 18.5 - -

31%2003.

Note 9 - Provisions for liabilities and charges

The items entered under current assets amounted to €58.7 million at December 31% 2004 compared with €56.1 million at December 31% 2003,
and consisted mainly of income to be received in an amount of €41.8 million at December 31* 2004 compared with €4 1.8 million at December

€ milions 12.31.2008 Increase Reversal Reversal 12.31.2004
{provisions {provisions
used} not used)
Provisions for ligitation 52.8 1.3 04 26.3 274
Provisions for exchange losses 24 - 24 - -
Provisions for charges 319 38.0 25.1 4.0 40.8
Other provisions for liabilities" 192.0 9.0 8.3 77.9 116.8
Total 2791 48.3 34.2 108.2° 185.0
(1) This ftem Includes provisions for fiscal risks, and for industrial and commercial risks relating to operations {contracts, product retums) and personnel liabilties.
{2) This amount consisted matnly of reversals of provisions for social fiabilities.
Tha change in provisions for liabilities and charges has had the following impact on the items indicated:
€ millions Increase Reversal Reversal
{provisions {provisions
used) not used)
Operating profit 18.5 14.7 276
Financial incoms 18.0 17.8 -
Exceptional income 11.8 1.7 80.6
Income tax - - -
Total 48.3 34.2 1082
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Note 10 - Borrowings and debts
L'Oréal carries out financing through medium-term bank loans, and by the issue of short-term paper in France. The programme amounts
to €1,600 million.

Liquidity for the issue of shert-term paper is ensured by confirmed fines of bank cash in an amount of €2,121 million at December 31 2004
compared with €2,075 miliion at December 31* 2008. The cash lines, like the medium-term loans, are not subject to any financial ratio
clauses or rating clauses.

Total borrowings and debts consist of the following:

By type

€ milions 12.31.2004 12.31.2003
Debenture loans s s
Bomowings from and debts due to financial institutions 721.7 808.5
Perpetual loan® 83.2 85.9
Short-term paper 634.3 262.6
QOther borrowings and debts 221.2 156.0
QOverdrafts 23 7.1
Total 1,662.7 1,320.1

(1) in accordance with OEC recommendation no.28, the perpetual loan is recorded under the Debis heading. in 2007 the loan will be deemed to constitute a perpetuat ican of €71 million.

By maturity

€ miliens 12.31.2004 12.31.2003
Due within 1 year 965.5 589.6
Due in 1-5 years 624,3 577.8
Due beyond 5 years 72.9 1427
Total 1,662.7 1,320.1

The following main variations were recorded during the year:

€ milflons
Loans subscribed 942.9
Loans repaid 584.6

At December 31* 2004, the perpetual loan subcribed by L'Oréal in 1992 generated a total interest charge for the year of €3.2 million,
including interest receivable but not yet due in an amount of €4 .4 million.

Note 11 - Statement of debts

€ millions

Trade accounts payable 281.8
Tax and weltare benefit debis 138.0
Fixed asset debts 11.8
Group and associates 0.1
Other debts 85.1
Other current liabliities 235.0

There is no debt maturing beyond ore year.

Other trade accounts payable amounted to €138.1 million at December 31 2004 compared with €136.1 million at December 31* 2003.
Other tax and welfare benefit debts amounted to €86.8 million at December 31* 2004 compared with €80.5 million at December 31% 2003.
They consisted mainly of the provision for employee profit-sharing (€17.6 million at December 31 2004} and the provision for incentives
(€42.9 million at Dacember 31 2004).

Other fixed asset debts amounted to €4.1 miliion.

Other debts amounted to €43.3 milion.
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in the recording of the following translation differences:
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The revaluation of debtor and creditor batances denominated in foreign currencies at the exchange rates ruting at December 31+ resulted

€ millions Assets Liabilities
12.31.2004 12.31.2003 12.31.2004 12.31.2003
Financial receivables s 4.6 - 0.1
Trade accounts receivable 1.7 1.7 0.4 02
Financial debts - 0.2 0.5 5£3
Trade accounts payable s - 1.3 27
Financial instruments 2.1 57 2.6 1.5
Tota! 3.8 12.2 4.8 9.8

The overall foreign exchange position, based on the accounting principles described earlier, was as follows:

€ milfons 12.31.2004 12.31.2003
Japanese yen 0.1 12
U.S. doflar Q.7 -3.6
Other currencies hedged 0.1 03
Currencies not hedged 0.3 03
Total 1.0 -2.4

Note 13 - Derivatives

The overall foreign exchange position indicates an unrealised gain, which is not recorded in the profit and loss account.

The financial instruments held for exchange rate risk hedging purposes are mainly related to future operations, and comprise the foltowing:

€ millions Notional Market value
12.31.2004 12.31.2003 12.31.2004 12.31.2003
Currency futures
Sale of USD/Purchase of EUR 172.4 159.1 6.1 25.1
Purchase of JPY/Sale of EUR 95 3.1 0.1 10
Sale of GBP/Purchase of EUR 54.8 30.8 07 14
Sale of RUB/Purchase of EUR 275 3.9 1.3 0.t
Sale of RUB/Purchase of USD 33.1 385 -1.0 X =34
Sale of CAD/Purchase of EUR 202 24.6 0.6 1.1
Sale of MXN/Purchase of USD 1.1 10.6 s 0.1
Sale of CHF/Purchase of EUR 8.9 14.6 n/s 04
Sale of AUD/Purchase of EUR 8.9 7.8 0.1 -0.2
Sale of CNY/Purchase of USD 32,0 1.1 0.7 s
Sale of ARS/Purchase of USD 13.2 5.7 -0.5 0.1
Sale of other currencies/Purchase of EUR 40.2 208 0.4 02
Sale of other currencies/Purchase of USD - 2.4 - -0.4
Purchasa of other currencies/Sale of EUR 0.1 - s -
Currency futures tota 428.9 323.2 7.5 25.3
Currency options
USD/EUR 74.0 41.8 7.0 49
MXN/EUR 6.9 - 0.4 -
GBP/EUR 8.5 - 0.2 -
CAD/EUR 4.4 - 0.1 -
RUB/EUR 33.8 - 2.4 -
Currency options total 121.7 41.9 10.1 4.9
of which: cafl options 153.4 102.0 11.8 10.1
put options -25.7 -60.1 ~1.7 -52
Futures instruments total 556.6 365.1 17.6 30.2

other hedging instruments.

The put options total corresponds exclusively to the sale of previously purchased options when it appeared opportune to replace them by
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The following financial instruments are held for the purpose of interest rate risk hedging:

€ millons Notional Market valug

interest rate derivatives 12.31.2004 12.31.2003 12.31.2004 12.31.2003
Borrower rate/floating rate swaps

EUR Euribor/fixed rate 325.5 a32.7 22.0 23.1
Roating rate/floating rate swaps

EUR Euribor/Euribor 288.2 354.7 0.6 2.2
Purchases caps

E£UR Euribor 300.0 300.0 - 0.1
Total 911.7 987.4 22.6 25.4
Note 14 - Off-balance sheet commitments

a) Off-balance sheet commitrents consist of the following:

The confirmed credit lines are indicated in note 10.

€ millions 12.31.2004 12.31.2003
Commitments given for employee retirament obligation and related benefits™ 487.2 399.2
Minorities buyback commitments 78.3 280.5
Commitments given? 621.1 671.8
Commitments received 9.0 7.1
Investment orders 35.0 23.3
Documentary credits 4.9 3.3

(1) The discount rate used in 2004 to assess the value of thess commitments Is 4.75%, compared with 5.25% in 2003, A soclal liabilities mutuafisation agreement was implemented in 2004, Under this agree-
ment, the commitments are aliocated between the French companies in the group, and their financing is organised on a prorata basts according to respective total waga bllls (personalised depending on the
schems), 50 that the companies are jointly and severally responsible for the execution of the said commitments within the Himit of the collective funds constituted.

(2} This fine includes various sureties and commitments including €613.3 milfion at December 31% 2004 on behalf of drectly and indirectly held subsidiaries, compared with €664.2 million at December 312 2003,
Liability commitments are added in the customary way.

b} Lease commitments dus in under 1 year amounted to €48.7 milfion, those duse in 1-5 years to €134.1 million, and those dus in over
5 years to €40.6 million.
The breakdown of finance lease commitments is indicated in note 3.

¢} Contingent liabilities
In its normal operations, L'Créal is involved in legal actions and is subject to tax assessments, customs controls and administrative audits.
The company sets aside a provision wherever a risk is found to exist, and an estimate of its cost is possible.

At the present time, there is no exceptional event or dispute which could materially and with serious probabitity affect the resuits, financial
situation, assets or operations of the company.

Notes to the profit and loss account

Note 15 - Net sales

€ milfons 12.31.2004 12.31.2003
Goods 849.4 8298.9
Raw materials, packaging 164 17.8
Services 801.3 759.6
Rental 32.4 30.4
Other revenue 747 68.5
Yotal 1,774.2 1,706.1

(1) Mainty revenus from technical assistance.

Net sales in France amounted to €1,119.6 million in 2004 compared with €1,100.4 million in 2003.

Note 16 - Other revenue
This item consists mainly of royalties on trademarks.
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Note 17 - Breakdown of average number of employees
The average number of employees in each category is indicated below:

2004 2003
Executives 2,400 2,366
Supenvisors 2,157 2,161
Employees 518 521
Manual workers 352 371
Sales representatives 319 312
Total 5,746 5,731
o/w apprentices 125 136
o/w external tempory workers 189 233
Note 18 - Depreciation and charges to provisions
Depreciation and charges to provisions consisted of:
€ millions 12.31.2004 12.31.2003
Depreciation of fixed assets 53.4 53.3
Depreciation of current assets 2.6 3.2
Provisions for liabilities and charge: 18.3 16.0
Total . 74.3 725

Note 19 - Net financial income
Net interest income amounted to €1,167.7 million at 31 December 31* 2004, compared with €1,139.7 million at December 31¢ 2003.
It consisted mainty of the following:

€ milflons 12.31.2004 12.31.2003
Dividends collected 1,215.7 1,191.2
Loan interest income 2.6 3.8
Income from other accounts receivable and marketable securities 5.5 15.3
Loan interest charges -38.6 -59.7

Net charge to/(reversal of) provisions and transfers of charges amounted to 4 €-152.7 million at December 31* 2004, compared with
€-150.5 million at December 31* 2003 and related mainly to:

€ mifions 12.31.2004 12.31.2003
Net reversals of provisions for depreciation of financial assets excluding treasury stock 15.0 -10.5
Net charges to provisions for depreciation of treasury stock -170.4 -139.8
Net charges to provisions for finandial liabilties and charges -0.2 -30

Note 20 - Exceptional income/(loss)

This itern consisted in particular of the following:

*the loss relating to disposal and destruction of intangible, tangible and fixed assets which amounted to €15.1 million,

« the first charge to the long-service medal provision in an amount of €5 million,

+ the net reversals of provisions for exceptional liabilities and charges {(excluding long-service medals), in an amount of €75.5 million.

Note 21 - Income tax
The tax charge for the year consisted of the following:

€ millions 12.31.2004 12.31.2003
Incoms tax -5.3 12.5
Tax on exceptional income and employes profit-sharing -15.5 =21
Net provisions for tax - 6.3
Sum of taxes of subsicharies - 107.5
income tax -20.8 124.2

The change in this item is the result of the recording by each subsidiary of the tax integration of its own tax, making a total of €151.4 mil-
lion.
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Application of tax regulations resulted in a €2.8 million reduction in the profit for the year, mainly because of the charge to regulatory
provisions and the research tax credit.

Note 22 - Deferred tax assets and liabilities

€ millions Start of financial year Variations End of financial year
Assels Liabifities Assets Liabilities Assets Liabifities

Temporary deferrals

Regulatory provisions 7.2 3.2 33 7.3

Temporarily non-deductible charges 170.1 78.0 49.4 198.7

Charges deducted (or revenue taxed) for

fiscal purpases and not yet recorded 1.8 6.6 4.7 0.1

Temporarily non-taxabie revenua 1.0 0.2 0.8

ems to be imputed

Losses, deferred depreciation, etc.

Possible taxation items

Special reserve of long-term capital gains® 259.2 82.4 176.8

(1) The aptional exit tax instituted by the Amended French Finance Act for 2004 will provide discharga from the additional income tax normally dug In the event of a charge to the special reserve of long-term
capital gains. The decision to opt for this optienal tax must be taken by December 31° 2006 and the charge, based on the reserve amount, will be €22.3 miltion.

The figures include the additional 1.5% contribution and the 3.3% social contribution, increasing corporate tax at the normal and reduced rates.
Notes on the statement of cash flows
Note 23 - Cash used for working capital

The cash used for working capital amounted to €-83.7 million at December 31% 2004, compared with €156.2 million at December 31% 2003.
It consisted of the following:

€ milfions 12.31.2004 12.31.2003
Inventories -0.8 6.4
Receivables -14.6 123.1
Debts -68.3 26.7
Total -83.7 156.2

Note 24 - Changes in other financial assets
This line includes cash flows relating to treasury stock for the year, classified under Marketable securities and Other long-term investments.

Note 25 - Cash and cash equivalents at end of year
Cash and cash equivalents amounted to €317.5 million at December 31% 2004, compared with €182 million at December 31% 2003
and consisted of the following:

€ millfons 12.31.2004 12.31.2003
Cash and cash equivalents excluding interest receivable 319.8 189.1
Overdrafts ~2.3 =71
Totat NS 162.0
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TABLE OF SUBSIDIARIES AND HOLDINGS AT DECEMBER 31° 2004
Detailed information
€ thousands Capital Reserves and % Book value of Profit or Dividends
retained earnings holding shares held {oss in collected by
before appropriation Gross Net last financia! the company
of profits year during the
financial year
A. Maln French subsidiaries - Holding over §0%
Areca & Cie 35 1 99.78 35 35 39 a
Banque RE.GE.FI. 19,250 62,536 100.00 75,670 75,670 10,437 13,898
Beauté Créateurs 4,412 -800 50.00 3,425 3,426 4,204
Biotherm Distribution & Cie 182 413 99.90 472 472 4,679 7,322
Centrex 1,800 29 100.00 3,532 3,532 9 o
Chimex 5,642 -5,287 100.00 7,501 7,501 910
Cosmétigus Active France 21 6,392 63.91 130 130 16,459 13,961
Cosmétiqus Active International 17 3,931 87.94 15 16 5,823 9,101
Episkin 1 0 99.00 2 2 99 »
Exclusive Signatures Intermnational 10 0 99.00 10 10 80 o
Fapagau & Cie 15 0 79.00 12 12 4,096 o
Faprogi 16 0 59.90 9 [} -3,654 o
Finval 2 0 99.00 2 2 967 o
Gemey Maybeliing Gamier 49 1,919 66.61 34 34 43,794 58,970
Gemey Paris-Maybelline NY 35 380 99.96 46 46 26,607
Goldys International 16 0 99.90 15 15 0 o
Helena Rubinstein 30 -2,833 99.95 45,661 46,661 4818
Holdia 1 0 98.00 1 1 870 o
L&JRe 1,500 5,601 100.00 1,500 1,500 2,078
La Roche-Posay Laboratoire Pharmaceutique 380 4,437 99.98 27,579 27,579 6,862 8,362
Labaratoire Gamier & Cie 579 2 99.97 5,784 5,784 4,862 o
Laboratoires Innéov 250 6,750 50.00 3,500 3,500 6150 o
Lancime Parfums et Beauté & Cie 1,192 Q 100.00 3,236 3,235 37 460 50,208
Lascad 18 0 99.17 18 18 34 949 o
Lehoux et Jacque 39 56 100.00 263 263 801 666
Laboratoires industrials de Vichy 2,200 -1,851 100.00 5,015 5,015 —4,349
L'Oréal Produits de Luxe international 76 1,478 99.20 76 76 44,264 56,325
L'Oréal Produits de Luxe France 63 7,278 74.33 46 46 16,051 19,401
Ormes Bel Air 1583 35 100.00 946 946 151 232
Par-Bleue 2 0 99.00 2 2 -1,058 ©
Parfums Cacharel & Cie 1 1 99.00 2 2 -13 o
Parfums Guy Laroche 332 5,520 100.00 1,656 1,656 35 141
Parfums Palorna Picasso & Cle 2 o} 89.00 2 2 -89 o
Parfums Ralph Lauren 2 0 99.00 2 2 497 o
Prestige & Callections Intemational 24 155 75.56 18 18 10,538 4,168
Sicos & Cie 376 6 80.00 999 999 8,068 w
Socinay 3 10 97.73 66 66 o}
Soprocos 8,250 1,337 100.00 11,804 11,904 2,182 374
Soproreal 15 Q $9.90 15 15 -7,884 o
Spartys 750 88 100.00 3,826 3826 1,651 881
Société de Développement Artistique 2 0 $9.00 2 2 -109 o
Viktor et Roff Parfums 2 0 99.00 1 1 -3 m
B. Main French subsidiaries - Holding under 50%
Galderma Intemational 879 57,216 29.85 2 2 4,644
Sanchi-Aventis 2,822 809 2 10.14 512,853 512,853 Ll 145,902
C. Maln foreign subsldiaries - Holding over 50%
Aofi (Anglo Overseas Finance) (india) 3,087 -838 100.00 4,306 2,247 -2
Avenamite S.A. (Spain) 242 48 100.00 6,218 6216 128 126
(1) The general partnerships, joint ventures and civil partnerships distribute all thelr profits.
{2) This information is not available.
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€ thousands Capital Reserves and % Book vafue of Profit or Dividends
retained earnings holding shares held loss in collected by
before appropriation Grass Net last financial the company
of profits year during the
financial year
Beautycos international Co. Ltd (China) 56,342 -14,725 90.00 44,313 44,313 2,648
Beautylux Intern. Casm (Shanghal) (China) 5,628 -6,954 100.00 18871 18,871 -122
Beautytech Intern.Cosm (ViShang) (China} 3,070 -2,914 100.00 135,185 135,185 -1,292
Biotherm (Monaco) 162 17 99.80 3,545 3,545 267 834
Ciub Créateurs de Beauté Korea (South Korea) 72 183 50.00 132 Q -1,724
Cosmelor Lid (Japan) 4,490 13,277 100.00 35,810 35,810 950
Cosmephil Holdings Corpo. (Philippines) 258 =234 100.00 400 14 Q
Cosmetica Activa Portugal Ltda 75 431 95.00 709 709 2,199 1,473
Cosmétique Active Belgilux (Belgium) 3,240 429 86.71 3423 3,423 2,674 2,697
Cosmétique Active Hellas (Greece) 705 334 99.97 14,468 14,468 3,910 1,683
Cosmétique Active Ireland Ltd 82 =348 100.00 732 732 1
Cosmétique Active Osterraich (Austria) 75 130 100.00 1,579 1579 1,802 1,530
Cosmétique Active Suisse (Switzerland) 33 15 99.40 4645 4,645 3,015 3,070
Blebetle {Proprietary} L1d (South Africa) 952 60,154 100.00 61,123 61,123 0
Erwiton (Uruguay) 2,303 857 100.00 17 17 2,098 0
Galderma Pharma S.A. (Switzertand) 32,115 112,830 50.00 10,124 10,124 94,642
Geral Inc. (United States) 224 ~88 100.00 302 302 196 1,335
Kosmepol Sp ZOO {Poland) 47,370 531 98.73 48,965 48,965 4,229
Lai Mel Cosmetics Int. Trading (China) 12,885 4,689 100.00 11,197 11,197 8,707
Lancarome A/S (Denmark) 402 32 100.00 953 953 1,635 2,304
Le Qb des Créateurs de Beauté (Belgium) 500 —470 50.00 2561 251 ~234
Le Club des Créateurs do Beauté Talwan 647 -269 50.00 328 328 103
L'Oréal Argentina Sociedad Anonima 50,902 53,208 100.00 81,068 35,154 3,256 3468
L'Oréal Australia 6,127 9,909 100.00 18,794 18,794 18,841 9,413
L'Oréal Balkan (Serbia) 90 -1 100.00 85 85 -73
L'Oréal Baltic {Latvia) 4686 1,293 100.00 529 529 1,242
L'Oréal Belgilux (Belgium) 10,000 26,681 99.98 35,583 35,583 21,625 19,442
LOréal Canada Inc. 3541 13,919 100.00 144,226 144,226 37,441 31,253
L'Oréal Ceska Republica (Czech Republic) 8,288 -3,448 100.00 8,678 5,889 620
"Oréal Chile 28,811 -7.838 100.00 43,784 35,637 8,124 4,622
L'Oréal China Co. Ltd 33,676 -21,437 100.00 37,482 37,482 -1,461
L' QOréal Colombia 3,261 88 94.00 6,395 4,101 1,039 335
L'Oréal Danmark A/S (Denmark) 268 5311 100.00 7,382 7.382 4649 3,643
L'Oréal Deutschiand GrmbH (Germany) 12,647 53,074 99.99 71,832 71,832 75,235 57,348
L'Oréal Espafia S.A. {Spain) 59,911 70,092 63.86 228,809 228,809 48,731 30,987
L'Oréal Finland Oy 673 11 100.00 1,280 1,280 5,687 5,600
L'Créal Guatemala S.A. 1,475 200 100.00 2,162 2,162 1.905 2,399
L'Oréal Hellas {Greece) 3,465 5,001 77.41 2,112 2,112 12,215 7,979
L'Oréal Hong Kong Limited 4 -2,740 99.97 604 604 34,914 30,185
LUOréal India Private Limited 51,234 -37,420 100.00 54,606 13,837 354
L'Oréal Investments B.V. (Netherdands) 18 8 100.00 18 18 0
L'Oréal Israd! Ltd 6,055 5,434 92.97 38,497 33,587 3277
'Oréal Italia Spa 153,818 22,217 100.00 161,801 161,801 71527 67,987
L'Oréal Japan Ltd 468 547 100.00 275 275 44
L'Oréal Korea Limited (South Korea) 2,550 5,374 100.00 20,794 20,794 -705 1,106
L'Oréal Liban SAL 4,291 407 75.17 3,155 3,186 1,982
L'Oréal Luxe Producten Nederland B.V. 908 26 100.00 1,937 1,937 5930 9,633
L'Oréal Luxury Products Narge (Norway) 334 176 100.00 853 853 1419 1,126
1'Oréal Luxury Products Sverige (Sweden) 113 45 100.00 108 108 1,522 4,662
L'Oréal Magyarorszag Kosmetikal Kit (Hungany) 4,199 406 100.00 7,815 7,815 1,310 1,744
L'Créal Malaysia SDN BHD (Malaysia) 15,191 -7,083 97.50 14,360 14,360 3,509 2,880
L'Oréal Mexico SAde C.V 3,729 33,051 100.00 8,443 8,443 26,359 26,000
L'Oréal Middle East (United Arab Emirates) 2,924 1,340 100.00 2,507 2,507 3,044
L'Oréal Nederland B.V. (Netherlands) 34 331 100.00 4,894 4,894 16,398 14,182
L'Oréal New Zealand Limited 39 1,362 100.00 824 624 3,013 2,244
L'Oréal Norgs A/S (Norway) 1,136 1,362 100.00 3,198 3,198 6,867 5,183
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€ thousands Capital Reserves and % Book value of Profit or Dividends
retained earnings holding shares held loss in collected by
before appropriation Gross Net last financiat the company
of profits year during the
financial year
L'Oréal Osterreich GmbH (Austria) 2,785 311 100.00 2,240 2,240 5,358 7,660
LU QOréal Pery 2,886 -798 100.00 3,739 2,730 423 221
LUQréal Philippines Inc. 7147 -4 805 9538 12,478 3,083 162
L' Oréal Polska Sp. 2.0.0. (Poland) 26,458 -400 100.00 38,210 38,210 6,612 4,886
L'Oréal Portugal LDA 114 2,462 99.08 1,369 1,369 12,898 12,682
L'Oréal Proctuits de Luxe Belgique (Belgium) 250 591 99.97 2,885 2,885 7,843 6,078
L Oréal Produits de Luxe Hellas A.E 1,026 1,563 99.89 2,135 2,135 3,679 3,468
L'Oréal Produits de Luxe Portugal LDA 250 50 99.90 317 317 3,895 3,688
L'Oréal Produits de Luxe Suisse (Switzerland) 263 124 99.63 556 556 3,306 2,970
L’Oréal Romania SRL 3,638 -1,022 100.00 5,883 5883 622 336
L'Oréal Singapare Pte Ltd 1,549 625 100.00 18,991 18991 4,996 3,921
L'Oréal Sloveniia Kogmetica D.O.O. (Slovenia) 516 364 100.00 856 856 2,036 1,648
L'Oréal Slovensko S.R.0. (Slovakia) 1,502 1,081 100.00 1673 1673 1,798 854
L'Oréal Suisse (Switzerand) 197 79 100.00 116,776 116,776 14,849 14,172
L'Oréal Sverige AB (Sweden) 1,985 383 100.00 2,139 2,139 5,713
L'Oréal Taiwan 18,922 -20,257 100.00 40,942 375672 3.641
L'Oréal Thalland 4,995 -5,704 100.00 5,238 1,860 23
L'Oréal Turkiye Kozmetik Sanayi Ve Ticar 28,597 ~7,551 100.00 22,207 22,207 3,684
L'Oréal US.A. Inc. 5,971 882,373 100.00 2,661,561 2561561 265,195 217,389
L'Oréal UK LUd 27,964 494 100.00 47372 47372 56,800 61,450
L'Oréal Ukraing 4 0 100 4 4 0
L Oréal Uruguay 855 —1,220 100.00 472 0 -831
L'Oréal Venezuela C.A. 5,370 -5,795 100.00 12,602 3,171 3,566 1,246
L'Oréal Zagreb D.0.0. 135 1,288 100.00 1,503 1,503 422 407
Maybelline Suzhou Cosmetics (China) 68,220 -71,404 53.71 44,196 9,832 13,068
Nihon L'Oréal KK {Japan) 164 667 -912 100.00 377,752 363,762 ~1,764
Parbel of Florida Inc. {United States) 55 ~1,595 100.00 100,317 100,317 18,392 21,423
Parmobel Ltd {Cyprus) 776 -853 100.00 34,776 34,776 7,080 9,830
Procosa Productos De Beleza Ltda (Brazdl) 135,025 —26,349 100.00 155,184 155,184 5,350
PT. L'Oréa Indonesia 1,765 -5 99.00 2,305 1,312 400
PT. Yasulor indonesia 5,653 6,706 99.98 40,854 15,265 404
Scental Limited {Hong Kong) 7 160 100.00 8 8 0
Sincos Private Limited (Singapore) 1,673 -1,123 100.00 1,506 560 o]
Sofama {Monaco) 160 2,039 99.97 1,851 1.851 6 1,109
Venprobel {Venezugla) 62 282 100.00 2,722 0 0
Yue-Sai Kan Cosmetic {Shenzhen) (China) 4,167 8,953 100.00 168,708 168,708 -1,929
D. Main foreign subsidiaries - HoldIng under 50%
Ciub Créateurs de Beauté Japon KK (Japan) 10,757 —4,600 20.00 1,691 1,691 -6,389
Siamnpar Lirmited (Thailand) 744 =273 49.99 502 252 26

For subsidiaries and foreign interests, the capital, reserves and retained earnings have been converted into thousands of euros on the basis
of the exchange rates ruiing at the end of the financial year, and profits and losses have been converted at the average exchange rate for 2004.

It is stipulated that the above list of companies is not exhaustive.

Information relating to all subsidiaries and investments combined

€ thousands Subsidiaries Investments
French Foreign French Foreign

Book valus of shares held:

* gross restated 207,173 5,396,818 512,855 2,194

* net 206,277 5,184,041 512,855 1,944
Amount of loans and advances granted 85,443 83,758
Amount of bonds and guarantees granted 612,672
Amount of dividends collected 244,123 750,934 145,902 1
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STATUTORY AUDITORS’ GENERAL REPORT ON THE FINANCIAL STATEMENTS
(Year ended December 31 2004)

Free transiation of the original French language report for convenience purposes only.

This report includes information specifically required by French law and this is presented below the opinion on the financial statements. This
information includes an explanatory paragraph discussing the Auditors' assessments of certain significant accounting matters. These assess-
ments were made for the purpose of issuing an opinion on the financial statements taken as a whole and not to provide separate assur-
ance on individual account captions or on information taken outside of the financial statements. The report also includes information relat-
ing to the specific verification of information in the Board of Directors' Management Report. This report should be read in conjunction with
French law and professional auditing standards applicable in France.

In accordance with our appointment as Statutory Auditors by your Arinual General Meeting, we hereby report to you, for the year ended
December 317 2004, on:

* the audt of the accompanying financial statements of L'Oréal,

» the justifications of our assessments,

* the specific verifications and disclosures required by law.

These financial statements have been approved by the Board of Directors. Our responsibility is to express an opinion on these financial
statements based on our audit.

Opinion on the financial statements

We conducted our audit in accordance with professional standards applicable in France. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes exam-
ining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statements presen-
tation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements give a true and fair view of the company's financlal position and of its assets and liabllities as of
December 312 2004, and of the results of its operations for the year then ended in accordance with rules and accounting principles gener-
ally accepted in France.

Justification of our assessments

In accordance with Article L.225-235 of the French Commercial Code (Code de commerce) relating to the justification of our assessments,
we draw your attention to the matter set out below:

Investments and advances have been valued in accardance with the accounting methods described in the Note to the company's financial
statements entitled “Accounting policies - Financial assets — Investments and advances”, As part of our audit, we reviewed whether these

accounting methods were appropriate and, in relation to estimates, whether the assumptions used and the resulting valuations were rea-
sonable.

These assessments are part of our audit approach to the financial statements of the company taken as a whole and therefore contribute to
the expression of the overall opinion given in the first part of this report.

Specific verifications and disclosures
We have also performed the specific verifications required by {aw, In accordance with professional standards applicable in France.

We have no camment to make as to the fair presentation and consistency with the financial statements of the information given in the Board
of Directors’ Management Report and the documents sent to the shareholders in respect to the financial position and the financial statements.

Pursuant to the law, we assured ourselves that the information relating to the acquisition of interests or control and the identity of the hold-
ers of share capital and voting rights have been presented in the Management Report,

Paris-la-Défense and Neuilly, February 17* 2005

The Statutory Auditors

PricewaterhouseCoopers Audit Deloitte & Associés

Pierre Coll Etienne Jacquemin
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This document is a free translation into English of the French notice to attend the 2005 Annual General Meeting
published in the Bulletin des Annonces Légales Obligatoires on April 8" 2005. The French notice and the present
translation are also available on the L'Oreal's website www.loreal-finance.com. This translation has been made for
purposes of satisfying L'Oreal’s obligations under Rule 12g3-2(b).

SECTIVED
FRA NS ¥ A Bl AT L,OREAL
Incorporated in France 4s-a « Société Anonyme » with a share capital of € 135,212,432
-z :¢ ;7 Registered. office: 14 rue Royale — 75008 Paris, France
CRPCAATE FLU2HCE T 632012 100 RCS Paris

NOTICE TO ATTEND THE 2005 ANNUAL GENERAL MEETING

L’Oréal shareholders are hereby given notice to attend the Annual General Meeting to be held
at the Carrousel du Louvre — 99, rue de Rivoli- 75001 Paris, France, on Tuesday, April 26"
2005 at 10.15 am, in order to deliberate on the following agenda and draft resolutions:

Agenda
Ordinary General Meeting

- Approval of the 2004 parent company financial statements

- Approval of the 2004 consolidated financial statements

- Allocation of the company's net income for 2004 and declaration of the dividend
- Approval for regulated agreements

- Renewal of the tenure as director of Mrs Frangoise Bettencourt Meyers
- Renewal of the tenure as director of Mr Peter Brabeck-Letmathe

- Renewal of the tenure as director of Mr Jean-Pierre Meyers

- Appointment as director of Mr Werner Bauer

- Appointment as director of Mr Louis Schweitzer

- Declaration of the amount of attendance fees

- Authorisation for the buying back by the company of its own shares

Extraordinary General Meeting

- Delegation of powers granted to the Board of Directors for the purposes of increasing the
capital either by issue of ordinary shares with preferential subscription right, or by
incorporation of premiums, reserves, income or other sums

- Delegation of powers to the Board of Directors for the purpose of carrying out a capital
increase reserved for employees

- Authorisation given to the Board of Directors for the purpose of the free grant of existing
shares or shares to be issued

- Amendment of Articles of Association to facilitate the admission of bearer shareholders to
Annual General Meetings

- Powers for formalities
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The notice of meeting containing the text of the draft resolutions submitted to the General
Meeting has been published in the Bulletin des Annonces Légales on March 14™ 2005, pages
2763 to 2765.

Shareholders may consult, at L’Oréal’s headquarters (41 rue Martre, 92117 Clichy Cedex,
France) the documents which the company is legally required to place at his disposal.

The notice of meeting, the notice to attend and the Annual Report are available online on the
financial internet website www.loreal-finance.com.

Conditions of registration for the Annual General Meeting

Shareholders will be admitted to the Annual General Meeting, whatever the number of shares
they hold.

To be entitled to attend or be represented at the AGM:

- owners of registered shares must be shareholders of record no later than the day of the
AGM;

- owners of bearer shares must, at least five days before the date set for the AGM, ask the
custodian of their shares for a certificate, stipulating that the shares will remain in a blocked
account® up to the date of the AGM.

s Shareholders who wish to attend the Annual General Meeting of L’Oréal

To facilitate the admission of a sharcholder to the Annual General Meeting, it is
recommended to obtain an entrance card before the AGM as follows:

- the registered shareholder must request an entrance card from BNP Paribas Securities
Services,

- the bearer shareholder must, at least 5 days before the date of the AGM, ask the custodian of
his shares for a certificate, stipulating that his shares will remain in a blocked account* up to
the date of the AGM. The custodian will then send the certificate to BNP Paribas Securities
Services, which will send the shareholder an entrance card.

Shareholders will be admitted to the Annual General Meeting provided that they have first
provided proof of their identity during the registration process.

s Shareholders who are unable to attend the Annual General Meeting of L’Or¢al

A shareholder unable to attend the Annual General Meeting may either be represented by
another shareholder or by his spouse, or send a postal vote or send a proxy form to the
Chairman.

Requests for forms must be received at L'Oréal headquarters (41 rue Martre, 92117 Clichy
Cedex, France) or at BNP Paribas Securities Services (Immeuble Tolbiac, 75450 Paris Cedex
09, France) no later than 6 days before the Annual General Meeting.
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The duly completed form must be received at L'Oréal headquarters or at BNP Paribas
Securities Services, no later than 3 days before the Annual General Meeting. Holders of
bearer shares must enclose with the form a certificate issued by the financial institution which
is the custodian of the shares, proving that the shares are in a blocked account* no later than 5
days before the Annual General Meeting.

(*) Pursuant to article 136 of decree n° 67-236 of March 23rd 1967, every shareholder
having performed this formality can sell all or part of his shares during the minimum period
of holder registration or the minimum period during which the bearer shares will remain in a
blocked account, by notifying BNP Paribas of the revocation of this registration or this
unavailability until 3 p.m, Paris time, the day before the Annual General Meeting providing
that, if he asked for an entrance card or already expressed his postal vote or proxy, he
provides BNP Paribas with the elements enabling to cancel his vote or to modify the number
of shares and voting rights corresponding to his vote.

The certificate and the postal vote or proxy form must be sent by the custodian to the
headquarters or branch offices of the following financial institutions:

- BNP PARIBAS, 16 boulevard des Italiens, 75009 Paris, France;

- CREDIT LYONNALIS, 19 boulevard des Italiens, 75002 Paris, France;

- SOCIETE GENERALE, 29 boulevard Haussmann, 75009 Paris, France;

- CREDIT AGRICOLE INVESTOR SERVICES, 91-93 boulevard Pasteur, 75710 Paris
Cedex 15, France.



